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Developers Diversified Realty Corporation (NYSE: DDR) is a fully integrated real estate company operating as a real estate
investment trust (REIT). Developers Diversified actively acquires, develops, owns, manages and leases shopping centers across
the country. We're one of the few truly national shopping center companies and the leading owner, operator and developer
of market-dominant community shopping centers. Our portfolio includes 260 owned and managed shopping centers in

41 states totaling 60 million square feet.

Financial Highlights

(in thousands, except per share data) 2001 2000 1999 1998 1997

Revenues: $ 322,239 % 287,570 $ 265551 $§ 229,250 § 169,972

Funds from operations:®
Net income applicable to common shareholders $ 65110 % 73,571 $ 60,135 § 57969 $ 53,322
Depreciation and amortization of real estate investments 63,200 52,974 49,137 42,408 31,869
Equity in net income of joint ventures (17,010) (17,072) (18,993) (12,461) (10,807)
Equity in net income of minority equity investment (1,550) (6,224) (5,720) (890) -
Joint ventures’ funds from operations 31,546 30,512 32,316 20,779 16,077
Minority equity investment funds from operations 6,448 14,856 12,965 1,493 -
Minority equity interests (OP Units) 1,531 4,126 6,541 3,069 10

Extraordinary item® - - - 882 -
(Gain) loss on sales of depreciable real estate

and real estate investments (16,688) (23,440) 1,664 (248) (3,526)
Impairment Charge 2,895 - — - -
Funds from operations $ 135482 § 129,303 § 138,045 § 113,001 $ 86,945
Net operating income® $ 226,175 § 204,921 $ 194,263 § 168,670 $ 122,023
Real Estate (at cost)® $2,493,665 $2,161,810 $2,068,274 $1,896,763 $1,325,742
Per share (diluted):®
Income before extraordinary item $1.17 $1.31 $0.95 $1.00 $1.03
Net income $1.17 $1.31 $0.95 $0.98 $1.03
Funds from operations® $2.38 $2.19 $2.05 $1.86 $1.62
Annualized cash dividend (per share) $1.48 $1.44 $1.40 $1.31 $1.26
Weighted average shares (diluted) 55,834 56,176 63,468 58,509 52,124
Weighted average shares and OP Units (diluted) 56,957 59,037 62,309 62,501 55,502

(1) Industry analysts generally consider funds from operations (“FFO”) to be an appropriate measure of the performance of an equity REIT. FFO does
not represent cash generated from operating activities in accordance with generally accepted accounting principles and is not necessarily indicative
of cash available to fund cash needs and should not be considered as an alternative to net income as an indicator of the Company’s operating
performance or as an alternative to cash flows as a measure of liquidity.

(2) In 1998 the extraordinary charges relate primarily to the write-off of deferred finance costs.

(3) Net operating income equals income before depreciation, amortization, interest expense, equity income of joint ventures and minority equity invest-
ment, minority interests, gain/loss on sales of real estate and real estate investments and extraordinary and impairment charges.

(4) Does not include property owned through joint ventures.

(5) Effective August 3, 1998, the Company executed a two-for-one stock split for shareholders of record on July 27, 1998. All per share information
and number of common shares outstanding reflects the stock split. Earnings per share data has been adjusted to reflect the adoption of SFAS 128.
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A new cotton T-shirt?




Or warm muffins fresh from the oven?
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Or hearing a baby’s giggle?
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Letter to Shareholders

The year 2001 will never be forgotten. Even before the tragic events of September 11, the nation's economy was tumbling
into recession. Most companies were scrambling to revise earnings forecasts downward to prepare investors for a rough ride.
Demand for industrial production plummeted. The unemployment rate soared. Stock portfolios lost significant value. And the
nation went to war.

With this backdrop, most corporate CEOs and Chairmen have faced a difficult task in their annual letter to shareholders.
Most letters will explain why company profits suffered as a result of external events and circumstances that the company could
not have foreseen. Events that were beyond their control. Most letters will explain how the company will seek to address the
many formidable challenges ahead while expressing hopes and prayers for an economic recovery.

My plight is very different. | have the enviable task of sharing good news. Because, for Developers Diversified, 2001 will
be memorable for another reason: our year over year earnings growth rate of 8.7% was nearly 30% higher than the prior year.
Our balance sheet grew significantly stronger with our debt service coverage increasing to 3.2 times and our debt to total
market capitalization ratio improving from over 49% to less than 44%. All while signing more new tenant leases than ever
before in our history. In fact, 3.7 million square feet were leased during 2001, which is 76% more total square feet leased
than in 2000. Bottom line, 2001 was a great year by any measure.

And our shareholders were handsomely rewarded. An investment in our Company appreciated by 43% during 2001,
providing investors with an annual total return of 57% when coupled with our strong dividend yield. And, as we enter 2002,
our prospects continue to be excellent.

Why have we flourished while others have struggled? How have we been able to boast of rather spectacular results while
others have been forced to explain their failures? Simply because we continue to execute a solid business plan revolving around
one simple theme: secure the very best locations in each market and assemble an outstanding mix of merchants who together
offer the consumer the best possible shopping experience.

If there was an Academy Awards event for retailers last year, our tenants would have won all of the Oscars. While same
store sales for most retailers dropped in 2001, our tenants' sales jumped ahead. More than any other retail real estate company,
Developers Diversified is landlord to the best of the best: Wal-Mart, Target, Kohl’s, Home Depot, Lowe’s, Costco, Bed Bath &
Beyond, T.J.Maxx, Borders, Best Buy...the list goes on and on. -







Why are these retailers thriving in an otherwise difficult and challenging sales environment? Like Developers Diversified, each
of them has, in its own way, addressed the primary preferences of today's shoppers: value and convenience. In addition to value and
convenience, they collectively offer a fabulous array of merchandise.

This formula for success applies across the wide variety of shopping center formats that exist within our portfolio. Qur outdoor open-air
shopping centers include a mix of large community centers, which draw from a five to twenty mile trade area, as well as smaller neighbor-

hood centers that cater to the needs of a smaller market. Each feature the nation's leading retailers and each is developed to fulfill our
singular mission of meeting the shopper's needs for value and convenience.

In recent years, we have found particular success in the development of so-called "Lifestyle Centers," which are comprised of the very
best specialty stores. These projects attract the shopper seeking the highest quality merchandise typically found in an upscale super-regional
mall. But they offer this merchandise as part of a convenient shopping experience in a more intimate setting. That means there isn't an
endless sea of parking. And, just as important, there isn't the normal anchor of multiple traditional department stores. Contrary to the
conventional wisdom of yesteryear, these specialty stores have discovered that they don't need the department store anchors to succeed.
As long as we assemble a critical mass of exciting stores offering a broad variety of goods, these stores can attract plenty of customers on
their own. From Leawood Town Center in Kansas City to Deer Park Town Center in Chicago to Aspen Grove in Denver, these Developers
Diversified projects have proved this point by posting sales per square foot as high as the best performing regional malls.

The traditional department store is losing its place as the necessary magnet to attract shoppers because it has simply become a much,
much smaller slice of the retail pie. The most stunning trend in retail over recent years is the explosive growth of the discount department
store and its insatiable consumption of market share at the expense of the traditional department store. Like the little characters in a
game of Pac-Man, Wal-Mart, Target, and Kohl’s (the traditional anchors of Developers Diversified shopping centers) have spread across the
countryside gobbling up sales at the expense of the leading retailers of years past. And this trend shows no sign of abating. New discount
department stores are opening at a pace of ten new stores for every one new traditional department store, and sales at existing stores are
growing at a rapid pace while same store sales at traditional department stores decline. This trend signals nothing short of a revolution in
retail, and no other company, public or private, benefits more from this change than Developers Diversified.

Of course, leasing to the best of the best is just part of the Developers Diversified success story. The retail business is fiercely competitive.
Because some retailers will make gains at the expense of others, keeping our shopping centers full and growing our bottom line requires a
hands-on management style that keeps us well informed on the health of our tenants and keeps us well prepared to respond if their health
takes a turn for the worse.

Take the HomePlace situation. In January, 2001, our sixth largest tenant, HomePlace, filed bankruptcy and in April and July, 2001,
gave back over 630,000 square feet in twelve locations. This was the largest amount of space Developers Diversified had ever received from
a single bankruptcy. But we were ready. By year-end, we had recaptured 100% of the rents previously paid by HomePlace under leases or
letters of intent. Moreover, rents increased by 28% on a weighted average basis. Of course, improving rental incomes has always been a
trademark of Developers Diversified, so this was hardly an isolated incident. In fact, during 2001 Developers Diversified captured an
average increase of nearly 23% on new tenant leases.

And when Kmart, one of the nation's largest retailers, filed for bankruptcy protection, we were not taken by surprise. We had anticipated
the possibility for months and we had already completed a thorough review of each and every store in our portfolio. Based on the perform-
ance of their stores in Developers Diversified locations, we expect relatively minimal impact from the Kmart bankruptcy. This constant state
of readiness is why, at the end of 2001 - despite the many negatives effects of the economy — our portfolio remained over 95% leased.

Basically, we manage each shopping center like it is its own company. Twice a year, we bring all of our regional leasing and operational
staff to headquarters to sit for days with the entire senior management team to undergo an intense review of each and every property.
What should we own, what should we sell, what are the tenant sales trends, what is the competitive landscape, what's happening on the
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Management's Discussion and Analysis of
Financial Condition and Results of Operations

The following discussion should be read in conjunction with the consolidated
financial statements, the notes thereto and the comparative summary of selected
financial data appearing elsewhere in this report. Historical results and percentage
relationships set forth in the consolidated financial statements, including trends
which might appear, should not be taken as indicative of future operations.
The Company considers portions of this information to be “forward-looking
statements” within the meaning of Section 27A of the Securities Exchange
Act of 1933 and Section 21E of the Securities Exchange Act of 1934, both
as amended, with respect to the Company’s expectations for future periods.
Forward-looking statements include, without limitation, statements related
to acquisitions (including any related pro forma financial information) and
other business development activities, future capital expenditures, financing
sources and availability and the effects of environmental and other regulations.
Although the Company believes that the expectations reflected in those
forward-looking statements are based upon reasonable assumptions, it can
give no assurance that its expectations will be achieved. For this purpose, any
statements contained herein that are not statements of historical fact should
be deemed to be forward-looking statements. Without limiting the foregoing,
the words “believes”, “anticipates”, “plans”, “expects”, “seeks”, “estimates”,
and similar expressions are intended to identify forward-looking statements.
Readers should exercise caution in interpreting and relying on forward-looking
statements since they involve known and unknown risks, uncertainties and
other factors which are, in some cases, beyond the Company’s control and
could materially affect the Company’s actual results, performance or achievements.
Factors that could cause actual results, performance or achievements to
differ materially from those expressed or implied by forward-looking

statements include, but are not limited to, the following:

o The Company is subject to general risks affecting the real estate industry,
including the need to enter into new leases or renew leases on favorable

terms to generate rental revenues;

o The Company is subject to competition for tenants from other owners of

retail properties and its tenants are subject to competition from other
retailers and methods of distribution. The Company is dependent upon
the successful operations and financial condition of its tenants, particularly
certain of its major tenants, and could be adversely affected by the

bankruptcy of those tenants;

o The Company could be adversely affected by changes in the local markets
where its properties are located, as well as by adverse changes in national

economic and market conditions;

o As a result of the Kmart bankrupticy, the Company's income and funds available
for distributions could be negatively affected. In addition, the Company
cannot be certain that any properties subject to the Kmart leases, which
may be terminated in the bankruptcy, will be re-leased or re-leased on
economically advantageous terms. In addition, certain tenants may have
rights to convert to percentage rent until such space is re-leased and/or
have rights to terminate their lease if such space is not re-leased within a

specified period of time;

o The Company may fail to identify, acquire, construct or develop additional
properties that produce a desired yield on invested capital, or may fail to

effectively integrate acquisitions of properties or portfolios of properties;

o Debt and equity financing necessary for the Company to continue to grow
and operate its business may not be available or may not be available on

favorable terms;

o The Company is subject to complex regulations related to its status as a real
estate investment trust (“REIT”) and would be adversely affected if it failed
to qualify as a REIT;

o Partnership or joint venture investments may involve risks not otherwise
present for investments made solely by the Company, including the possibility
that the Company’s partner or co-venturer might become bankrupt, that the
Company’s partner or co-venturer might at any time have different interests
or goals than the Company does, and that the Company’s partner or
co-venturer may take action contrary to the Company’s instructions, requests,

policies or objectives, including the Company’s policy with respect

to maintaining its qualification as a REIT;
o The Company must make distributions to shareholders to continue to qualify
as a REIT, and if the Company borrows funds to make distributions then

those borrowings may not be available on favorable terms;

o The Company may fail to anticipate the effects on its properties of changes
in consumer buying practices, including sales over the Internet, and the

resulting retailing practices and space needs of its tenants;
o The Company is subject to potential environmental liabilities;

o The Company could be adversely affected by changes in government
regulations, including changes in environmental, zoning, tax and other

regulations; and

o Changes in interest rates could adversely affect the market price for the

Company’s common shares, as well as its performance and cash flow.
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the assets, a valuation allowance is established.

The Company is required to make subjective assessments as to whether there

the ability to exercise significant influence over, but not control the operating
and financial decisions of the joint ventures, Accordingly, the Company’s share
of the earnings of these joint ventures and companies is included in consolidated

net income,

In accordance with the provisions of Statement of Position 78-9 ..\\>nno::::@
for Investments in Real Estate Ventures,” the Company will recognize gains on
the contribution of real estate to joint ventures, relating solely to the outside

Comparison of 2007 to 2000 Results of Operations

Revenues from Operations

Total revenues increased $34.7 milion, or 12.1%, to $322.2 million for the year
ended December 31, 2001 as compared to $287.6 million in 2000. Base rental
ion, or 12.3%, to $227.2 million as
compared to $202.4 million in 2000. >t§oi3mnm_v\ $0.7 milion of the

revenues for 2001 increased $24.8 mi

increase in base renta income was the result of new leasing, re-tenanting and
expansion of the Core Portfolio Properties (for purposes of comparison, for

any particular calendar year, “Core Portfolio Properties” refers to the shopping
center properties owned as of January T of the prior calendar year), an increase
of 0.4% over 2000 revenues from Core Portfolio Properties (excluding the Core

pany contributed $7.7 million and the merger of

the American Industrial Properties ("AIP”) properties (see Strategic Transactions)
contributed $22.0 million. These increases were offset by a $6.4 million
decrease from the sale/transfer of nine Properties and three Wal-Mart stores in
2000 and 2001.

$12.35 at December 31, 2000. During 2001, same store sales, for those
tenants required to report such information Sbgoxm:qmﬂm_v\ 3.2 million
square feet), increased 3.6% to $273 per square foot.

Recoveries from tenants for the year ended December 31, 2001 increased
$5.3 million or 9.6%, to $60.5 million as compared to $55.2 million in 2000,
This increase was primarily related to the Company’s merger with AIP which
contributed $3.9 million and an increase in operating and maintenance expenses

and office properties from AIP, which historically have a lower fecovery percentage,
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assessing recoverability of its recorded assets associated with this tenant, the

Company had initially estimated, based upon its prior experience with similar
liquidations, that proceeds relating to the Company’s claims in liquidation
would be sufficient to recover the aggregate recorded assets for this tenant.

In the third quarter, the tenant completed its sale of inventory and auction of
its real estate. The Company has not yet been informed of the tenant’s formal
plan of liquidation. However, the Company believes, based on (i) lack of significant

proceeds received by the tenant on its auction of real estate and the other

assets, and (ii) lack of positive information disseminated from the tenant that
would indicate recoverability of certain recorded amounts, that a provision of
$2.9 million was required. The $2.9 million provision was reflected as an
impairment charge within the consolidated statement of operations.

Depreciation and amortization expense increased $10.3 million, or 19.0%,
to $64.5 million for the year ended December 31, 2001 as compared to $54.2
million in 2000. An increase of $2.5 million is related to the ten shopping
centers acquired and developed in 2001 and 2000, $4.5 million is related to
the merger of the AIP properties and $4.6 million is related to the Core
Portfolio Properties. The increase in depreciation at the Core Portfolio
Properties is primarily related to expansion and redevelopments, including
related changes in estimated useful lives associated with the costs incurred
for certain assets under redevelopment. These increases are offset by a decrease
of approximately $1.3 million, relating to the sale/transfer of nine properties
and three Wal-Mart stores in 2000 and 2001.

Other

Equity in net income of joint ventures decreased $0.1 million, or 0.4%, to
$17.0 million in 2001 as compared to $17.1 million in 2000. An increase of
$1.5 million is primarily related to the joint venture formed in 2000 to acquire
ten shopping centers from Burnham and certain development joint ventures
becoming operational. This increase was offset by a decrease of $0.5 million
relating to the Company’s sale of 60% of its half interest in the Community
Center Joint Venture in February 2000. In addition, the sale of eight former
Best Products sites in 2001 and 2000 also contributed to a decrease of approximately
$0.7 million. The remaining decrease of $0.4 million primarily relates to joint
ventures which included HomePlace and Pharmor as tenants and accordingly
the income of these joint ventures was reduced pending re-leasing of the
vacant space.

Equity in net income of minority equity investment decreased $4.7 million,
or 75.1%, to $1.5 million for the year ended December 31, 2001, as compared
to $6.2
31 of AIP’s assets and the subsequent merger of the remaining assets into DDR.

on for the same period in 2000. This decrease is due to the sale of

See discussion below under “Strategic Transactions.”

Minority interests expense increased $1.9 million, or 9.7%, to $21.5 million
for the year ended December 31, 2001 as compared to $19.6 million in 2000.
This expense represents the income allocation associated with the priority
distributions relating to minority equity interests. An increase of $3.8 million
relates to the issuance of preferred operating partnership units by the Company’s
operating partnerships (“Preferred Units”) in May 2000. These Preferred Units

may be exchanged, under certain circumstances, into preferred shares of the

Company. In addition, an increase of $0.7 million relates to the minority interest
associated with an office property assumed in the merger of AIP. This increase
was offset by a $2.6 million decrease due to the Company’s acquisition of the
minority partners’ ownership interest in 11 properties and consequently retiring
approximately 3.6 million operating partnership units (“OP Units”) in July 2000.

Gain on disposition of real estate and real estate investments aggregated
$18.3 million for the year ended December 31, 2001, which relates to the sale
of five shopping center properties located in Ahoskie, North Carolina; New
Albany (Gahanna), Ohio; Highland Heights, Ohio; Toledo, Ohio and Rapid City,
South Dakota, one office property located in San Diego, California and the sale
of land.

Gain on disposition of real estate and real estate investments aggregated
$23.4 million for the year ended December 31, 2000. In 2000, the Company
sold several properties including shopping centers located in Stone Mountain,
Georgia; Florence, Kentucky; a portion of a shopping center in Las Vegas,
Nevada and Wal-Mart stores in Camden, South Carolina and New Bern and
Washington, North Carolina and its 50% joint venture interest in a recently
developed shopping center in Fenton, Missouri. In addition, the Company sold
60% of its half interest in a joint venture which owns ten operating shopping
centers. In connection with the formation of a joint venture in February 2000,

the Company sold one property, received cash and a 50% partnership interest.

Net Income
Net income decreased $8.4 million to $92.4 m
December 31, 2001 as compared to $100.8 million in 2000. The decrease in

n for the year ended

net income of $8.4 million is primarily attributable to the decrease in gain on
sale of real estate and real estate investments of $5.1 million relating to the
sale/transfer of nine properties and three Wal-Mart stores in 2000 and 2001
and a $2.9 million impairment charge recorded in 2001. Additionally, a decrease
in equity in net income from joint ventures and minority interests aggregating
$4.8 million is primarily related to the Company’s merger of the AIP properties.
In addition, there were increases in interest expense, depreciation and amortization,
and minority interest expense of $4.7 million, $10.3 million and $1.9 m on,
respectively. These decreases were offset by increases in net operating revenues

(total revenues less operating and maintenance expenses, real estate taxes and
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centers acquired and developed in 2000 and 1999, which contributed $1.5

million of the increase, and an additional $4.9 million was primarily associated
with recently developed and acquired properties included in the Core Portfolio
Properties which were not fully assessed in 1999. These increases were offset by
a decrease of approximately $0.2 million due to the sale of five properties
in 1999 and 2000.

General and administrative expenses increased $2.6 million, or 15.0%, to
$20.4 million for the year ended December 31, 2000 as compared to $17.8

million in 1999. Total general and administrative expenses were approximately
4.3% and 4.1% of total revenues, including revenues of joint ventures, for the
years ended December 31, 2000 and 1999, respectively (3.9% in 1999 after
excluding a $0.8 million severance charge). In addition, the Company capitalized
certain construction administration costs of $3.2 million and $2.5 million in
2000 and 1999, respectively.

The increase in general and administrative expenses is attributable to the
growth of the Company primarily related to shopping center acquisitions,
expansions and developments (including those owned through joint ventures),
the addition of several new key executives, employee benefits and the opening

of a West Coast office in conjunction with the Company’s increased ownership

of assets on the West Coast and property management responsibilities provided
to Burnham in the fourth quarter of 2000.

Interest expense, net of amounts capitalized, increased $9.0 million, or
13.2%, to $77.0 million for the year ended December 31, 2000 as compared
to $68.0 million in 1999. The overall increase in interest expense was primarily
related to the acquisition and development of ten shopping centers during 2000
and 1999 and an increase in interest rates. The weighted average debt outstanding
and related weighted average interest rate during 2000 was approximately $1.2
billion and 8.0%, respectively, as compared to approximately $1.1 billion and
7.2%, respectively, during 1999. Interest capitalized, in connection with develop-
ment and expansion projects, was $18.2 million for the year ended December
31, 2000 as compared to $13.5 million in 1999.

Depreciation and amortization expense increased $4.1 million, or 8.2%, to
$54.2 million for the year ended December 31, 2000 as compared to $50.1

mi
centers acquired and developed in 2000 and 1999 which contributed $2.5

nin 1999. The increase was primarily attributable to the 10 shopping

million of the increase, an additional $1.6 million increase related to the expansions
and improvements associated with the Core Portfolio Properties and approximately
$0.3 mi

primarily associated with the relocation of the Company’s headquarters. These

n related to increased depreciation expense for personal property,

increases were offset by a decrease of approximately $0.3 million, relating to

the sale of five shopping center properties in 1999 and 2000.

Other
Equity in net income of joint ventures decreased $1.9 million, or 10.1%, to
$17.1 million in 2000 as compared to $19.0 million in 1999. A decrease of
$5.2 million related to the Company’s sale of 60% of its half interest in the
Community Centers Joint Venture. In addition, during the fourth quarter of
2000, an equity affiliate of the Company recognized a gain, net of tax, of
approximately $1.7 million relating to the sale of five former Best Products
locations. This gain was offset by a $1.8 million impairment write-off, net of
tax, of an investment in a technology company. These reductions were offset
by an increase of $2.0 million which was primarily attributable to the joint
ventures formed in 2000 and 1999 and an additional increase of $1.3 million
related to various other joint ventures formed prior to 1999.

Equity in net income of minority equity investment, which relates to the

Company’s equity investment in AIP, increased 3$0.5 million, to $6.2 million for

the year ended December 31, 2000, as compared to $5.7 million for the same
period in 1999. This increase is primarily attributable to an increase in operating
income from the office and industrial properties owned by AIP. This increase
was offset by certain basis differentials which resuited in adjustments to
depreciation and amortization and, more significantly, to adjustments to gain
(loss) on sale of assets. The basis differentials relate to certain adjustments that
were made to the Company’s accounts to reflect the fair market value of the
assets at the date of the Company’s initial investment in AIP. In addition, the
$6.2 million net income from minority equity investment recorded in 2000
included a $4.9 million impairment loss on the then pending sale of 31 properties
to Lend Lease which occurred in May 2001 partially offset by a $3.6 million
gain from the sale of an office building in the fourth quarter of 2000.
Accordingly, the Company’s equity in net income for AIP was adjusted, as
discussed above, to reflect these basis differences. As of December 31, 2000,
the Company owned approximately 9.7 million shares of AIP which approximated
46.0% of AIP’s total outstanding common shares.

The expense relating to minority interests increased $7.8 million, to $19.6
million, or 65.9%, for the year ended December 31, 2000 as compared to
$11.8 mi
with the pri

on in 1999. This expense represents the income allocation associated

ity distributions relating to minority equity interests. An increase
of $10.1 million relates to the issuance of Preferred Units by the Company’s
operating partnerships’ in September 1999 and May 2000. These Preferred

Units may be exchanged, under certain circumstances, into preferred shares of

the Company. In addition, a $0.1 n increase related to the minority interests
in shopping centers. This increase was offset by a $2.4 million decrease due
to the Company’s acquisition of the minority partner’s ownership interest in
11 properties and consequently retiring approximately 3.6 million OP Units

in July 2000.
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Acquisitions, Developments and Expansions

During the three-year period ended December 31, 2001, the Company and its
joint ventures expended $708 million, net, to acquire, develop, expand, improve

and re-tenant its properties as follows (in m

2000 1999
Company:
Acquisitions $289.30 § 81 $ 78.39®
Completed expansions 13.7 13.6 43.3
Developments and
construction in progress 729 81.2 75.6
Tenant improvements and
building renovations 6.1 6.3 6.6
Furniture and fixtures and equipment 2.5 0.4 53
384.5 182.6 209.1
Less real estate sales and property
contributed to joint ventures (52.7) (89.1) (37.6)
Company total 331.8 93.5 171.5
Joint Ventures:
Acquisitions/ Contributions 213.1 91.2® 96.5®
Completed expansions 23 6.2 3.3
Developments and
construction in progress 103.7 114.7 169.0
Tenant improvements and
building renovations 4.9 1.9 1.5
Minority equity investment in AIP (135.0)" (2.2) 42.2
189.0 211.8 312.5
Less real estate sales (16.9) (115.9) (26.5)®
Joint ventures total 172.1 95.9 286.0
503.9 189.4 457.5
Less proportionate joint venture
share owned by others (233.2) (101.7) (107.9)
Total DDR net additions _$270.7 $ 87.7@ $349.6

@ The balance reflects the consolidation of the AIP assets in May 2001.

@ Includes transfers to the Company in the aggregate amount of $76.7 million relating
to the Nassau Pavilion development project, two former DDR OliverMcMitlan projects
and Phase Il of the Salisbury, MD development project. All of which were previously
held through joint venture interests.

& Includes transfers from the Company to joint ventures in the aggregate amount of
$39.6 million relating to the development project in San Antonio, TX, a transfer of
the Phoenix, AZ property and the outparcel land at Round Rock, TX.

@ Does not include the Company’s sale of 60% of its half interest in the Community
Center Joint Venture for approximately $163 million, as this transaction did not affect
the change in assets at the joint venture level.

® Includes a transfer of the Everett, MA development project to the Company and
Salem, NH to an equity affiliate of the Company. )

® Includes a transfer of $20.4 million from the Company refating to the development
project in Coon Rapids, MN and the transfer of the 13 remaining Best Products sites
from the Retail Value Fund, which had an aggregate cost basis of $43.9 million at
December 31, 1999.

2001 Acti

ity

Expansions

For the year ended December 31, 2001, the Company completed the expansion
and redevelopment of seven shopping centers at an aggregate cost of $13.7
million. The completed expansions/redevelopments include shopping centers
located in Fayetteville, Arkansas; Crystal River, Florida; Highland, Indiana; North
Canton, Ohio; Durham, North Carolina; Wilmington, North Carolina; and North
Charleston, South Carolina. The Company is currently expanding/redeveloping
five shopping centers located in Denver, Colorado; Lebanon, Ohio; North
Olmsted, Ohio; Detroit, Michigan and St. Louis, Missouri at an aggregate
projected cost of approximately $4.2 million. The Company is also scheduled
to commence two additional expansion/redevelopment projects in North Little
Rock, Arkansas and Taylorsville, Utah.

For the year ended December 31, 2001, the Company'’s joint ventures
completed the expansion and redevelopment of three shopping centers at an
aggregate cost of $2.3 million. The completed expansions/redevelopments
include shopping centers located in Phoenix, Arizona; Eagan, Minnesota and
Portland, Oregon. The Company’s joint ventures are currently expanding/
redeveloping four shopping centers located in Atlanta, Georgia; Marietta,
Georgia; Schaumburg, lllinois and Maple Grove, Minnesota. An additional
expansion at the North Canton, Ohio shopping center is also scheduled to

commence construction.

Acquisitions

In 2000, the Company announced it intended to acquire several west coast
retail properties from Burnham through a joint venture with PREl and
Coventry Real Estate Partners (“Coventry”) (which is 79% indirectly owned
by the Company). The joint venture was funded as follows: 1% by Coventry,
20% by DDR, and 79% by Prudential. These properties were not part of
Burnham’s liquidation portfolio. This purchase agreement with Burnham was
entered into before Burnham’s shareholders approved its plan of liquidation.
As of December 31, 2001, ten properties have been acquired at an aggregate
cost of approximately $264 million. The Company earns fees for managing
and leasing the properties, all of which are located in western states.

The Company and Coventry also were selected to serve as Burnham’s
liquidation agent pursuant to Burnham’s plan of liquidation. The liquidation
portfolio originally included 42 properties aggregating 5.4 million square feet.
The Company is providing property asset management services for this portfolio
and receiving property asset management, leasing and development fees for
its services at market rates. As of February 28, 2002, nine properties remain

under management.
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Strategic Transactions

The Company completed its previously announced merger with AIP following
AIP shareholders’ approval of the plan of merger on May 14, 2001. AIP’s share-
holders also approved the sale of 31 industrial assets to an affiliate of Lend
Lease Real Estate Investments, Inc. (“Lend Lease”) for $292.2 million, which
closed on May 14, 2001, immediately prior to the merger.

Under the merger agreement, all common shareholders’ interests, other than
DDR’s, were effectively redeemed and each shareholder received a final cash
payment equal to $12.89 per share which was funded from proceeds received
from the asset sale to Lend Lease. In addition, in January 2001, all AIP share-
holders, including DDR, received a special dividend of $1.27 per share associat-
ed with the sale of the Manhattan Towers office building in November 2000 for
$55.3 million.

The merger of a subsidiary of DDR (DDR Transitory Sub, Inc.) into AIP pro-
vided DDR with complete ownership of AIP’s 39 remaining properties after the
sale to Lend Lease. This portfolio was comprised of 31 industrial properties, six
office properties, two retail properties and 23.7 acres of undeveloped land. DDR
intends to operate the assets as part of its portfolio and at the same time pur-
sue opportunities to sell some or all of the industrial and office assets through
an orderly strategic disposition program. From the date of the merger, the AIP
assets, liabilities and operating results are consolidated in the Company’s financial
statements. Prior to the merger and since 1999, the Company owned a 46%
common stock interest which was accounted for under the equity method of
accounting. The Company’s effective purchase of the remaining interest in AIP
through the redemption of all other shareholders, as previously described, was

accounted for as a step acquisition.

2000 Activity

In April 2000, the Company purchased a 199,000 square foot shopping center
in Brentwood, Tennessee for approximately $22.6 million. In December 2000,
the Company purchased two properties from Burnham in which the Company’s
20% ownership interest aggregated $9.7 million.

In 2000, the Company and its joint ventures completed ten expansion projects
at an aggregate cost of $13.6 million and $6.2 million, for wholly-owned
projects and joint venture projects, respectively. During 2000, the Company
completed construction of a 186,000 square foot shopping center in Oviedo,
Florida and Phase Il of a 268,000 square foot shopping center in Toledo, Ohio.

During 2000, the Company sold real estate assets or joint venture interests
therein with an aggregate value of approximately $250 million. In December
2000, the Company sold to Wal-Mart its occupied space in the New Bern and
Washington, North Carolina shopping centers for an aggregate sales price of

approximately $20.7 million. In addition, the Company sold its 50% interest

in a joint venture property located in Fenton, Missouri for approximately $14.3

million. An equity affiliate of the Company, DD Development Company, Inc.,
sold five of the remaining 12 sites formerly occupied by Best Products for
approximately $25.1 million.

In the third quarter of 2000, the Company sold a 15,000 square foot shopping
center in Florence, Kentucky for a purchase price of approximately $1.7 million
and 12,500 square feet of a 62,000 square foot shopping center located in Las
Vegas, Nevada for approximately $2.3 million. In addition, the Company sold
to Wal-Mart its occupied space in the Company’s Camden, South Carolina
shopping center for a purchase price of approximately $11.6 million. In
February 2000, the Company sold a shopping center in Stone Mountain,
Georgia, a suburb of Atlanta, for approximately $1.8 million.

In February 2000, the Company entered into an agreement to sell 60% of
its half interest in the Community Centers Joint Venture to DRA Advisors, Inc.
(“DRA") at a price of approximately $163 million comprised of cash of
approximately $66 million and debt assumed of $97 million. Subsequent to
this transaction, the Company’s ownership in the joint venture is effectively
20% with funds advised by DRA owning 80%. The Company continues to be
responsible for the day-to-day management of the shopping centers and
receives fees for such services.

In February 2000, the Company formed a joint venture with DRA whereby
the Company contributed a wholly-owned property in Phoenix, Arizona valued
at approximately $26.7 million and related mortgage debt of $18.0 million
and, in exchange, received a 50% equity ownership interest in the joint venture
and cash proceeds of approximately $4.3 million. The Company continues to
manage and operate the shopping center and receives fees for such services.

Proceeds from the above sales in 2000 were used to repay amounts outstanding
on the Company’s revolving credit facility, to repurchase 4.7 million common
shares in open market transactions and to fund the Company’s investment
relating to the Burnham acquisition.

In December 2000, an equity affiliate of the Company terminated its
entity level investment with DDR OliverMcMillan. In settlement of advances to
DDR OliverMcMillan, the Company, through its equity affiliate, received two
operating properties, one of which is located in Reno, Nevada and the other
located in Oceanside, California; a development project in Long Beach,
California; residual land located in San Diego, California and notes receivable,
secured by real estate transferred to OliverMcMillan. The aggregate value
associated with these assets was approximately $37 million. The Oceanside,
California and Reno, Nevada property and certain notes receivable aggregating
$18 million were transferred/assigned from the equity affiliate to the Company
in 2000.
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Fimancing Activities

The acquisitions, developments and expansions were generally financed through

cash provided from operating activities, revolving credit facilities, mortgages
assumed, construction loans, unsecured public debt, common equity offerings,
joint venture capital, Preferred Units, OP Units and asset sales. Total debt
outstanding at December 31, 2001 was approximately $1.3 billion as compared
to approximately $1.2 billion and $1.1 billion at December 31, 2000 and 1999,
respectively. In 2001, the increase in the Company’s outstanding debt was due
primarily to the merger of the AIP properties and the funding of acquisition,

development and expansion activity, offset by asset sales and the issuance of

3.2 million common shares in December 2001.
In January 2001, the Company entered into a $100 million, two-year swap
agreement, converting a portion of the variable rate debt on the Company’s

primary unsecured credit facility to a fixed rate of approximately 6.3%.

In April 2001, the Company entered into a ten-year, $156 million, financing
agreement secured by five properties with a fixed coupon interest rate of
approximately 6.9%. Proceeds were effectively used to repay amounts outstanding
on the Company'’s revolving credit facilities and to repay an $8.1 million
mortgage that was scheduled to mature in July 2001.

In December 2001, the Company completed a 3.2 million registered common
share offering. Net proceeds of approximately $57.9 million were used to repay
amounts outstanding under the Company's revolving credit facilities.

A summary of the aggregate gross proceeds raised through the issuance of
common shares, construction loans, a term loan, Preferred Units and OP Units
(units are issued by the Company’s partnerships) issued as consideration for the
purchase of real estate assets aggregating $513.2 million during the three-year

period ended December 31, is as follows (in millions):

2001 2000 1999
Equity:
Common shares $ 587 3 - $ -
Operating partnership units - - 2.7
Preferred partnership units - 105.0 75.0
Total Equity 58.7 105.0 77.7
Debt:
Secured loans 201.3 40.1 8.3
Unsecured term loan 221 - -
Total Debt 223.4 40.1 8.3

$282.1 $1451 $86.0

During the year ended December 31, 2001, the Company also assumed mortgage

debt in conjunction with the merger of AIP aggregating $147.6 million.

In February 2002, the Company completed a 1.7 million registered common

share offering. Net proceeds of approximately $33.2 million were used to repay
amounts outstanding under the Company’s revolving credit facilities.

The Company filed a registration statement on Form 5-11, which was

declared effective on February 25, 2002, to register 2.8 m n common shares
to be issued in connection with a Purchase and Sale Agreement among the
Company and Burnham, Burnham Pacific Operating Partnership, L.P., and
BPP/Van Ness, L.P. Under the terms of the purchase agreement, the Company
acquired one real property asset and all of Burnham’s direct and indirect
partnership and membership interests in another real property asset in exchange
for $64.5 million, consisting of at least $15.1 million in cash and, at the
Company’s option, some or all of the 2.8 million common shares offered
pursuant to the registration statement on the aforementioned Form S-11 or
additional cash. One property is located in downtown San Francisco, California,
which is an eight-story building with over 123,000 square feet of leasable space
and had been designated as a National Historic Landmark. The second property
is located in a suburb of San Francisco, California, and contains over 245,000
square feet of leasable space. This transaction closed February 28, 2002, and
the Company issued approximately 2.5 million common shares in connection

with the transaction valued at $49.2 million.
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revenue of the Company for the year ended December 31, 2001 which were

unencumbered, thereby providing a potential collateral base for future borrowings.

Contractual Obligations and Other Commitments

The Company had debt obligations relating to its revolving credit facilities, term
loan, fixed rate senior notes and mortgages payable with maturities ranging from
1 to 26 years. In addition, the Company has non-cancelable operating leases,
principally for office space and ground leases. These obligations are summarized

as follows for the subsequent five years ending December 31 (in thousands):

Year Debt Operating Leases
2002 $ 157,641 $ 2,021
2003 479,318 1,994
2004 71,613 1,986
2005 7,881 2,195
2006 28,740 2,164
Thereafter 563,108 19,089
$1,308,301 $29,449

The debt maturities in 2002 will be refinanced through operating cash flow,

revolving credit facilities, asset sales and new debt financings. It is anticipated that
project loans of approximately $81.9 million and the $30 million revolving credit
facility with National City Bank will be extended and/or refinanced on similar
terms. It is anticipated that mortgage loans aggregating $15.7 million and
senior notes of $28 million will be repaid from operating cash flow and
revolving credit facilities.

The 2003 maturities include $376 million of revolving credit debt. This
revolving credit facility is expected to be extended for an additional two-year
period during the second quarter of 2002. Mortgage loans of approximately
$21.5 million and senior notes of $25 million are expected to be repaid from
operating cash flow, revolving credit facilities and/or other unsecured debt or
equity financings. Construction loans and term loans aggregating $50.5
million are expected to be refinanced or extended on similar terms.

No assurance can be provided that the aforementioned maturities will be
refinanced as anticipated.

In conjunction with the development of shopping centers, the Company
has entered into commitments for its wholly-owned properties of $8.3 million.
These obligations, comprised principally of construction contracts, are generally
due in 12 to 18 months and are expected to be financed through new or existing
construction loans.

In 1998, the Company guaranteed a five-year personal loan program
aggregating $15 million for certain of the Company’s current and former
executives to purchase 974,663 common shares of the Company.

See discussion of commitments relating to the Company’s joint ventures and

other unconsolidated arrangements in Off Balance Sheet Arrangements.

Inflation

Substantially all of the Company’s long-term leases contain provisions designed
to mitigate the adverse impact of inflation. Such provisions include clauses
enabling the Company to receive percentage rentals based on tenants’ gross
sales, which generally increase as prices rise, and/or escalation clauses, which
generally increase rental rates during the terms of the leases. Such escalation
clauses are often related to increases in the consumer price index or similar
inflation indices. Most of the Company’s leases require the tenants to pay their

share of operating expenses, including common area maintenance, real estate

taxes, insurance and utilities, thereby reducing the Company’s exposure to
increases in costs and operating expenses resulting from inflation. In addition,
many of the Company’s leases are for terms of less than ten years, which

permits the Company to seek increased rents upon renewal at market rates.

OQuantitative and Qualitative Disclosures about Market Risls

The Company’s primary market risk exposure is interest rate risk. At December
31, 2001 and 2000, approximately 75.0% and 61.9%, respectively, of the
Company’s debt (excluding joint venture debt) bore interest at fixed rates with
a weighted average maturity of approximately 6.5 years and 7.1 years, respectively,
and a weighted average interest rate of approximately 7.4% and 7.5%,
respectively. The remainder of the Company’s debt bears interest at variable
rates with a weighted average maturity of approximately 1.3 years and 1.9
years, respectively, and a weighted average interest rate of approximately 3.3%
and 7.8%, respectively, at December 31, 2001 and 2000.

As of December 31, 2001 and 2000, the Company'’s joint ventures’ fixed
rate indebtedness aggregated $949.0 million and $731.6 million, respectively,
including $78.0 million of variable rate debt which was swapped to a weighted

average fixed rate of approximately 6.58%, of which the Company’s proportionate

share was $311.9 million and $268.6 million, respectively. In addition, as of
December 31, 2001 and 2000, the Company’s joint ventures' variable rate
indebtedness aggregated $264.4 million and $248.2 million, respectively,

of which the Company's proportionate share was $89.2 million and $54.3

n, respectively.

The Company intends to utilize variable rate indebtedness available under its
revolving credit facilities and construction loans in order to initially fund future
acquisitions, developments and expansions of shopping centers. Thus, to the
extent that the Company incurs additional variable rate indebtedness, its exposure
to increases in interest rates in an inflationary period would increase. The
Company believes, however, that it is unlikely that any increases in interest
expense as a result of inflation would significantly impact the Company’s

distributable cash flow.
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Economic Conditions

Historically, real estate has been subject to a wide range of cyclical economic
conditions which affect various real estate markets and geographic regions with
differing intensities and at different times. In 2001, many regions of the United
States experienced varying degrees of economic recession. A continuation of
the economic recession, or further adverse changes in general or focal econom-
ic conditions could result in the inability of some existing tenants of the
Company to meet their lease obligations and could otherwise adversely affect
the Company’s ability to attract or retain tenants. The Company’s shopping
centers are typically anchored by one or more discount department stores
(Wal-Mart, Kmart, Target), off-price department stores (Kohl’s, T) Maxx/Marshall's),
home improvement stores (Home Depot, Lowe's) and supermarkets which
generally offer day-to-day necessities, rather than high-priced luxury items.
Since these merchants typically perform better in an economic recession than
those who market high priced luxury items, the percentage rents received by
the Company have remained relatively stable. In addition, the Company seeks
to reduce its operating and leasing risks through ownership of a portfolio of
properties with a diverse geographic and tenant base.

As indicated above, many regions experienced varying degrees of economic
recession and the tragic events of September 11, 2001 accelerated certain
recessionary trends. The Company believes, however, that these tragic events
did not have a material effect on the Company’s portfolio due to the quality of
the real estate and the strength of the tenant mix. During 2001, several value-
oriented retailers consistently posted positive same store sales results. This
reflected consumers’ pronounced shift toward discount and value-oriented
retailers rather than traditional department stores and enclosed mall specialty
retailers, which continued to display weakening sales trends. According to
Merrill Lynch (Retail Real Estate Same Store Monitor, January 20, 2002),
community center retailers posted same store sales increases ranging from
5.4% to 7.0% during the December 2001 holiday shopping season. In contrast,
enclosed mall anchors displayed same store sales decreases of 2.4% and enclosed
mall specialty retailers’ same store sales fell 5.1%. Merrill Lynch expects that
value-oriented community shopping center tenants will open slightly more
stores in 2002 than they did in 2001.

The retail shopping sector has been impacted by the competitive nature of
the retail business and the competition for market share where the stronger
retailers have out-positioned some of the weaker retailers. This positioning
is taking market share away from weaker retailers and forcing them, in some
cases, to declare bankruptcy or close stores. In fanuary 2002, Kmart, the
Company’s second largest retail tenant, representing approximately 2.7% of
the Company’s proportionate share of shopping center base rental revenues as

of December 31, 2001, filed for protection from its creditors under Chapter 11

of the bankruptcy code. The Company and its joint ventures have 26 leases

involving Kmart aggregating 2.3 million square feet. The Company’s weighted
average proportionate share of base rent per square foot is $3.11 as of
December 31, 2001 for the Kmart leases. Considering the low cost per square
foot that Kmart pays combined with the shopping center locations, the
Company does not expect to incur significant losses resulting from this bankruptcy.
Also, certain retailers such at Toys R Us, Office Max and Charming Shoppes
have announced store closings. Notwithstanding such closures, the Company
does not expect to have any significant losses associated with these tenants.
Overall, the industry trends for the Company’s portfolio and business is strong
and the portfolio continues to be stable. The negative news relating to the
tenants tends to attract attention, yet vacancies created by unsuccessful
tenants may also create opportunities to increase rent.

Although the Company has a number of tenants filing for protection under
bankruptcy laws and the Company has experienced a temporary decrease in
occupancy rates due to certain bankruptcies (i.e., HomePlace and various other
retailers), leasing activity continues to be active. The Company believes that the
credit quality of its major tenants in the portfolio including Wal-Mart, Kohl's,
Target, Lowe’s, Home Depot, T] Maxx, Bed Bath & Beyond and Best Buy represent
solid retailers and this is further evidenced by the continued same store tenant
sales growth of the Company’s portfolio which has increased from $221 per
square foot at December 31, 1996 to $251 per square foot at December 31,
2001. In addition, the Company believes that the quality of its shopping center
portfolio is strong and is evidenced by the high historical occupancy rates which
have ranged from 94% to 97%. Also, average base rental rates increased from

$5.48 to $10.05 since operating as a public company in 1993.

Legal Matters

In September 2001, the U.S. District Court entered a judgment in the amount
of $9.0 million, plus attorney fees, against the Company and three other defen-
dants, in respect of a verdict reached in a civil trial regarding a claim filed by a
movie theater relating to a property owned by the Company. The court award-
ed $4.0 million in punitive and $5.0 million in compensatory damages to the

plaintiff. The other defendants include the former chairman of the board (who

is also a significant shareholder of the Company), a former executive of the
Company and a real estate development partnership (the “Partnership”) owned
by these two individuals. The Partnership sold the property to the Company in
1994. The claim alleged breach of contract and fraud during the lease negotia-
tion process that took place prior to, and after, the Company’s acquisition of

the property.
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Consolidated Balance Sheets

(Dollars in thousands, except per share amounts)

December 31,

2001 2000
Assets
Land $ 419,261 § 358,270
Buildings 1,869,753 1,579,866
Fixtures and tenant improvements 60,115 40,906
Land under development 25,539 31,323
Construction in progress 118,997 151,445
2,493,665 2,161,810
Less accumulated depreciation (351,709) (297,247)
Real estate, net 2,141,956 1,864,563
Cash and cash equivalents 19,069 4,243
Accounts receivable, net 51,694 44,590
Notes receivable 5,221 4,824
Advances to and investments in joint ventures 255,565 260,927
Minority equity investment - 135,028
Deferred charges, net 6,042 5,958
Other assets 17,660 11,888
$2,497,207 $2,332,021
Liabilities and Shareholders’ Equity f —
Unsecured indebtedness:
Fixed rate senior notes $ 405,827 $ 492,431
Variable rate term debt 22,120 -
Revolving credit facility 376,000 419,500
Secured indebtedness: 803,947 911,931
Revolving credit facility 25,750 21,000
Mortgage and other secured indebtedness 478,604 294,644
504,354 315,644
Total indebtedness 1,308,301 1,227,575
Accounts payable and accrued expenses 55,560 53,818
Dividends payable 22,072 19,757
Other liabilities 26,859 11,319
1,412,792 1,312,469
Minority equity interests 23,034 8,198
Preferred operating partnership minority interests 207,111 207,111
Operating partnership minority interests 20,256 20,493
1,663,193 1,548,271
Commitments and contingencies (Note 15)
Shareholders’ equity:
Class A - 9.5% cumulative redeemable preferred shares, without par value, $250 liquidation value;
750,000 shares authorized; 421,500 shares issued and outstanding at December 31, 2001 and 2000 105,375 105,375
Class B - 9.44% cumulative redeemable preferred shares, without par value, $250 liquidation value;
750,000 shares authorized; 177,500 shares issued and outstanding at December 31, 2001 and 2000 44,375 44,375
Class C - 8.375% cumulative redeemable preferred shares, without par value, $250 liquidation value;
750,000 shares authorized; 400,000 shares issued and outstanding at December 31, 2001 and 2000 100,000 100,000
Class D - 8.68% cumulative redeemable preferred shares, without par value, $250 liquidation value;
750,000 shares authorized; 216,000 shares issued and outstanding at December 31, 2001 and 2000 54,000 54,000
Common shares, without par value, $.10 stated value; 100,000,000 shares authorized; 66,093,105 and
61,481,736 shares issued at December 31, 2001 and 2000, respectively 6,609 6,148
Paid-in-capital 753,228 676,150
Accumulated distributions in excess of net income (130,436) (112,357)
Accumulated other comprehensive loss (8,174) -
Less: Unearned compensation — restricted stock (1,753) (1,239)
Common shares in treasury at cost: 6,638,457 and 6,601,250 shares at December 31, 2001 and 2000, respectively (89,210) (88,702)
834,014 783,750
$2,497,207 ww\www\owrF\.

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statements of Shareholders’ Equity

(Dollars in thousands, except per share amounts)

Common Accumulated  Accumulated Unearned
Preferred Shares Distributions Other Compensation  Treasury
Shares ($250  (5.10 stated Paid in in Excess of  Comprehensive  Restricted Stock
stated value) value) Capital Net Income Loss Stock at Cost Total

Balance, December 31, 1998 $303,750 $6,129 $673,910 $ (80,697) h) - $ 3oy $ - $902,785
Issuance of 26,256 common shares for cash related

to exercise of stock options, employee 401(k) plan

and dividend reinvestment plan - 2 108 - - - - 110
Issuance of 47,095 common shares related to restricted

stock plan - 5 646 - - (521) - 130
Vesting of restricted stock - - - - - 154 - 154
Conversion of OP Units and debentures into

1,498 common shares - - 71 - - -~ - 71
Purchase of 1,860,300 common shares - - - - - - (25,845) (25,845)
Net income - - - 87,397 - - - 87,397
Dividends declared - common shares - - - (85,195) - - - (85,195)
Dividends declared - preferred shares - — - (27,262) - - — (27,262)
Balance, December 31, 1999 303,750 6,136 674,735 (105,757) ~ (674) (25,845) 852,345
Issuance of 26,476 common shares for cash related to

exercise of stock options, employee 401(k) plan and

dividend reinvestment plan - 3 369 - - ~ - 372
Issuance of 91,975 common shares related to restricted

stock plan - 9 1,046 - - (849) 9 215
Vesting of restricted stock - - - - - 284 - 284
Purchase of 4,741,700 common shares - - - - - ~ (62,866) (62,866)
Net income - - - 100,833 - -~ - 100,833
Dividends declared — common shares - - - (80,171) - - - (80,171)
Dividends declared — preferred shares - - - (27,262) - - - (27,262)
Balance, December 31, 2000 303,750 6,148 676,150 (112,357) - (1,239) (88,702) 783,750
Issuance of 1,330,736 common shares for cash related

to exercise of stock options, performance units and

dividend reinvestment plan - 133 18,687 - - - - 18,820
Issuance of 3,200,000 common shares for cash —

underwritten offering - 320 57,325 - - - - 57,645
Issuance of 80,633 common shares related to restricted

stock plan - 8 1,066 ~ - (860) - 214
Vesting of restricted stock - - - - - 346 - 346
Purchase of 37,207 common shares - - - - - - (508) (508)
Net income - - - 92,372 - - - 92,372
Cumulative effect of FAS 133 transition adjustment - - - - (1,433) - - (1,433)
Change in fair value of interest rate swaps - - - - (6,741) - - (6,741)
Dividends declared — common shares - - - (83,190) - - - (83,190)
Dividends declared - preferred shares - - - (27,261) - - - (27,261)
Balance, December 31, 2001 $303,750 36,609 $753,228  $(130,436) $(8,174) $(1,753) $(89,210) 3$834,014

The accompanying notes are an integral part of these consolidated financial statements.
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1. Summary of Significant Accounting Policies

Nature of Business

Developers Diversified Realty Corporation and related real estate joint ventures
(the “Company” or “DDR"), are engaged in the business of acquiring, expanding,
owning, developing, managing and operating shopping centers, enclosed malls
and business centers. The Company’s shopping centers are typically anchored
by discount department stores (Wal-Mart, Kmart, Target), off-price department
stores (Kohl’s, T} Maxx/Marshall’s), home improvement stores (Home Depot,
Lowes), supermarkets, book stores, office supply stores, electronic stores and
drug stores which usually offer day-to-day necessities. At December 31, 2001,
the Company owned shopping centers in 41 states. The tenant base includes
primarily national and regional retail chains and local retailers, consequently,
the Company’s credit risk is concentrated in the retail industry.

Revenues derived from the Company’s largest tenant, Wal-Mart, aggregated
4.9%, 6.8% and 7.6% of total revenues for the years ended December 31,
2001, 2000 and 1999, respectively. The total percentage of Company-owned
gross leasable area ("GLA”) attributed to Wal-Mart was 9.7% at December 31,
2001. The Company’s ten largest tenants comprised 21.8%, 24.8% and 22.6%
of total revenues for the years ended Decemnber 31, 2001, 2000 and 1999,
respectively. Management believes the Company’s portfolio is diversified in
terms of location of its shopping centers and its tenant profile. Adverse
changes in general or local economic conditions could result in the inability
of some existing tenants to meet their lease obligations and could otherwise
adversely affect the Company’s ability to attract or retain tenants. During 2001
and 2000, certain national and regional retailers experienced financial difficulties

and several filed for protection under bankruptcy laws.

Principles of Consolidation

All majority-owned subsidiaries and affiliates where the Company has financial
and operating control are included in the consolidated financial statements.

All significant intercompany balances and transactions have been eliminated in
consolidation. Investments in real estate joint ventures and companies for
which the Company has the ability to exercise significant influence over, but
does not have financial or operating control, are accounted for using the equity
method of accounting. Accordingly, the Company’s share of the earnings of

these joint ventures and companies is included in consolidated net income.

Statement of Cash Flows and Supplemental Disclosure of Non-Cash
Investing and Financing Information
The Company considers all highly liquid investments with an original
maturity of three months or less to be cash equivalents.
Non-cash investing and financing activities are summarized as
follows (in millions): For the year ended December 31,
2001 2000 1999

L gl
|

Contribution of net assets to joint ventures $ 7.6 $21.2
Consolidation of the net assets (excluding

mortgages as disclosed below) of joint ventures

and minority equity investment previously

reported on the equity method of accounting 2771 21.5 -
Minority interest and operating partnership units

issued relating to shopping center acquisitions ~ 03 2.7
Mortgages assumed, shopping center acquisitions

and consolidation of minority equity investment 147.6 16.6 18.0
Notes receivable exchanged for the purchase

of a shopping center and common shares

of the minority equity investment - - 22.0
Dividends declared, not paid 221 19.8 20.8
Fair value of interest rate swaps 8.2 - -

The foregoing transactions did not provide or use cash, and accordingly, they

are not reflected in the consolidated statements of cash flows.

Real Estate

Real estate assets are stated at cost less accumulated depreciation which, in the

opinion of management, is not in excess of the individual property’s estimated

undiscounted future cash flows, including estimated proceeds from disposition.
Depreciation and amortization are provided on a straight-line basis over the

estimated useful lives of the assets as follows:

Buildings 18 to 31 years

Furniture/Fixtures and Tenant Improvements Useful lives, which
approximate lease terms,

where applicable

Depreciation expense was $64.5 million, $54.2 million and $50.1 million
for the years ended December 31, 2001, 2000 and 1999, respectively.
Expenditures for maintenance and repairs are charged to operations as incurred.
Renovations which improve or extend the life of the asset are capitalized. Included
in land at December 31, 2001, was undeveloped real estate, generally outlots

or expansion pads adjacent to shopping centers owned by the Company
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Advances to and Investments in Joint Ventures

To the extent that the Company contributes assets to a joint venture, the
Company’s investment in joint venture is recorded at the Company’s cost basis
in the assets which were contributed to the joint venture. To the extent that the
Company’s cost basis is different than the basis reflected at the joint venture level,
the basis difference is amortized over the life of the related asset and included
in the Company’s share of equity in net income of joint venture. In accordance
with the provisions of Statement of Position 78-9 —"Accounting for Investments
in Real Estate Ventures,” the Company will recognize gains on the contribution
of real estate to joint ventures, relating solely to the outside partner’s interest, to

the extent the economic substance of the transaction is a sale.

Comprehensive Income

Comprehensive income for the year ended December 31, 2001 was
$84,198,000. For the years ended December 31, 2000 and 1999, the
Company had no items of other comprehensive income requiring

additional disclosure.

Treasury Stock
The Company’s share repurchases are reflected as treasury stock utilizing the
cost method of accounting and are presented as a reduction to consolidated

shareholders’ equity.

New Accounting Standards

In june 2001, the FASB issued SFAS No. 141 - “Business Combinations” which
addresses financial accounting and reporting for business combinations. This
standard also addresses financial accounting and reporting for goodwill and
other intangible assets acquired in a business combination at acquisition. The
provisions of SFAS 141 require the use of purchase accounting for all business
combinations and the separate allocation of purchase price to intangible assets
if specific criteria are met. The provisions of this SFAS apply to all business

combinations initiated after June 30, 2001. The Company does not expect this

pronouncement to have a material impact on the Company’s financial po
results of operations, or cash flows.

In June 2001, the FASB issued SFAS No. 142 - “Goodwill and Other
Intangibles” which addresses financial accounting and reporting for intangible
assets acquired individually or with a group of other assets (but not those

acquired in a business combination) at acquisition. This standard also addresses

financial accounting and reporting for goodwill and other intangible assets
subsequent to their acquisition. The significant provisions provide that goodwill
and indefinite life intangible assets are no longer amortized but are reviewed

annually for impairment. Intangible assets that have finite useful lives should

continue to be amortized over their estimated useful lives. SFAS 142 also

provides specific guidance for testing goodwill and intangible assets for
impairment. The new standard becomes effective for the Company for

the year ending December 31, 2002. The Company does not expect this
pronouncement to have a material impact on the Company’s financial position,
results of operations or cash flows.

In October 2001, the FASB issued SFAS No. 144 — “Accounting for the
Impairment or Disposal of Long-Lived Assets,” which addresses financial
accounting and reporting for the impairment or disposal of long-lived assets.
This standard harmonizes the accounting for impaired assets and resolves some
of the implementation issues as originally described in SFAS 121. It retains the
fundamental provisions of SFAS 121 for (a) recognition and measurement of the
impairment of long-lived assets to be held and used and (b) measurement of
long-lived assets to be disposed of by sale. It also retains the basic provisions for
presenting discontinued operations in the income statement but broadens the
scope to include a component of an entity rather than a segment of a business.
The Company will adopt this standard effective January 1, 2002. The Company
does not expect this pronouncement to have a material impact on the
Company's financial position, results of operations or cash flows. However, the
Company expects the adoption of this standard to impact the presentation of
its financial statements by requiring the Company to classify the disposals of
properties with operations that can be distinguished from the rest of the entity

as discontinued operations.

Reclassification
Certain reclassifications have been made to the 2000 and 1999 financial

statements to conform to the 2001 presentation.

Use of Estimates in Preparation of Financial Statements
The preparation of financial statements in conformity with generally accepted

accounting principles requires management to make estimates and assumptions

that affect the reported amount of assets and liabilities, the disclosure of contingent
assets and liabilities and the reported amounts of revenues and expenses during

the year. Actual results could differ from those estimates.
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owned by the joint venture and receives fees for such services.

In February 2000, the Company formed a joint venture with DRA whereby
the Company contributed a wholly-owned shopping center property in
Phoenix, Arizona valued at approximately $26.7 million and related mortgage
debt of $18.0 million and, in exchange, received a 50% equity ownership
interest in the joint venture and cash proceeds of approximately $4.3 million.
The Company continues to manage and operate the shopping center and
receives fees for such services.

The Company’s joint venture agreements generally include provisions whereby
each partner has the right to trigger a purchase or sale of its interest in the
joint ventures (Reciprocal Purchase Rights) or to initiate a purchase or sale of
the properties (Property Purchase Rights) after a certain number of years or if
either party is in default of the joint venture agreements.

In addition, certain of the joint venture agreements include a provision
whereby the Company’s joint venture partners may convert all, or a portion of,
their respective interest in such joint ventures into common shares of the
Company. The terms of the conversion are set forth in the governing documents
of such joint ventures. However, if the joint venture partners elect to convert
their respective interest into common shares, the Company will have the option
to pay cash instead of issuing common shares. If the Company agrees to the
issuance of common shares, the agreement provides that the converting joint

venture partner will execute a lock-up arrangement acceptable to the Company.

The Company’s investments in the combined
condensed statements above reflect the following:

Retail Value Fund

In February 1998, the Company and an equity affiliate of the Company entered
into an agreement with Prudential Real Estate Investors (“PREI") and formed the
Retail Value Fund (the “Fund”). The Fund’s ownership interests in each of the
projects, unless discussed otherwise, are generally structured with the Company
owning (directly, or through its interest in the management service company) a
24.75% limited partnership interest, PREl owning a 74.25% limited partnership

interest and Coventry Real Estate Partners (“Coventry”), which is 79% owned

by an equity affiliate of the Company, owning a 1% general partnership interest.
The Fund invests in retail properties within the United States that are in need of
substantial retenanting and market repositioning and may also make equity and
debt investments in companies owning or managing retail properties as well as
in third party development projects that provide significant growth opportunities.
The retail property investments may include enclosed malls, neighborhood and
community centers or other potential commercial development and redevelopment
opportunities. Since 1998, the Fund has invested approximately $670 million in

real estate assets.

The Fund acquired six operating retail shopping centers in Kansas and
Missouri in September 1999. In 1999 and 2000, the Company entered into

separate agreements with the Fund to acquire the Company’s 50% joint ven-
ture interest relating to the development of six shopping centers located in
Plainville, Connecticut; Deer Park, lllinois; Hagerstown, Maryland; Salem, New
Hampshire; Round Rock, Texas and San Antonio, Texas. As of December 31,
2001, all projects were substantially completed and the Fund had purchased
the third party’s 50% interest in the joint ventures located in Plainville,
Connecticut; Hagerstown, Maryland and Round Rock, Texas. During 2000,
the Company was reimbursed approximately $33.8 mitlion relating to advances
previously made to these joint ventures, associated with development costs
incurred on each of these projects. The Fund has also commenced the
redevelopment of a retail site in Long Beach, California that will be comprised
of approximately 446,000 square feet of retail space.

In 2000, the Fund entered into an agreement to acquire several properties,
located in western states from Burnham Pacific Properties, Inc. (“Burnham”)
with PREl owning a 79% interest, the Company owning a 20% interest and
Coventry owning a 1% interest. At December 31, 2001, ten properties were
acquired at an aggregate cost of approximately $264 million. Two of the
properties were acquired in December 2000. The Company earns fees for
managing and leasing the properties. In addition, the Company and Coventry
were also selected by Burnham to serve as its liquidation agent pursuant to
Burnham’s plan of liquidation. The liquidation portfolio initially included 42
properties aggregating 5.4 million square feet. The Company is providing property
asset management services for this portfolio and is receiving property asset
management, leasing and development fees for its services at market rates.
The appointment of Coventry and the Company was effective on December 15,
2000 following approval from Burnham’s shareholders. As of February 27,
2002, 11 of these properties remain under management.

As discussed above, Coventry generally owns a 1% interest in each of the
Fund'’s investments and, except for the Fund’s investment associated with
properties acquired from Burnham as discussed above and San Antonio, Texas,
it is also entitled to received an annual asset management fee equal to 0.5% of
total assets plus one-third of all profits, once the limited partners have received
a 10% preferred return and all capital previously advanced. The remaining two
thirds of the profits in excess of the 10% preferred return is split proportionately
among the partners. With regard to the Fund’s investment associated with the
acquisition of shopping centers from Burnham, in addition to its 1% general
partnership interest, Coventry received a $1 million acquisition fee for services
performed in conjunction with the due diligence and related closing of the
acquisition. In addition, Coventry receives annual asset management fees equal

to 0.8% of total revenue collected from these assets plus a minimum of 25%
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the Company exceeded the Company’s share of the historical underlying net assets of AIP by approximately
$28.6 million which was assigned principally to real estate with the remainder to goodwill. The portion attributa-

was amortized over 15

ble to real estate was amortized over 40 years and the amount associated with good
years. Accordingly, the Company’s equity in net income from minority equity investment, prior to May 14, 2001,
was adjusted to reflect the gain or loss on sale of real estate and the amortization of amounts resulting from these
basis differences.

The condensed balance sheet of AIP as of December 31, 2000 and results of operations through May 14, 2001,
the date of the merger, and for the years ended December 31, 2000 and 1999 as reflected on the accounts of AIP

were as follows (in thousands):

December 31,

2000
Balance sheet
Land $150,108
Buildings 453,168
603,276
Less accumulated depreciation (55,341)
Real estate, net 547,935
Other assets 44,103
3592038
Mortgage debt  $284,924
Other liabilities and minority interests 41,912
326,836
Accumulated equity 265,202
$592,038

e -

For the period For the year
January 1, 2001 ended December 31,
to May 14, 2001 2000 1999
Statement of Operations
Revenues from operations $34,029 $90,414 $87,617
Rental operation expenses 12,057 31,357 31,512
Depreciation and amortization expense 3,437 13,552 14,535
Restructuring costs @ 4,920 - -
Interest expense @ 7,480 25,506 26,562
27,894 70,415 72,609
Income from operations 6,135 19,999 15,008
Minority interests (281) (580) (313)
Equity in net income of joint ventures - 120 624
(Loss) gain on sales of real estate (2,130) 26,803 (200)
Income before extraordinary item 3,724 46,342 15,119
Extraordinary item - (329) (513)
Net income $ 3,724 $46,013 E@@J

M Includes certain transaction related costs and severance charges which were incurred by AP as a
result of the Lend Lease sale and consummation of the merger with DDR.

@ interest expense includes $0.1 million in 1999 paid to the Company on advances made at an
interest rate of 10.25%
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7. Deferred Charges

Deferred charges consist of the following (in thousands):

December 31,

2001 2000
Deferred financing costs $11,212 $ 9,561
Less-accumulated amortization (5,170) (3,603)

$ 6042  §5958

The Company incurred deferred finance costs aggregating $1.6 million and

$3.8 million in 2001 and 2000, respectively. Deferred finance costs paid in 2001 of

$1.3 million primarily related to the issuance of mortgage indebtedness. Deferred
finance costs in 2000 and 1999 primarily related to the Company’s unsecured
revolving credit agreements (Note 9). Amortization of deferred charges was
$2.4 million, $1.8 million and $1.5 million for the years ended December 2001,
2000 and 1999, respectively.

8. Impairment Charge

During the second quarter of 2001, one of the Company’s retail tenants
announced it was liquidating its inventory and closing its remaining stores.

In assessing recoverability of its recorded assets associated with this tenant,

the Company had i lly estimated, based upon its prior experience with
similar liquidations, that proceeds relating to the Company’s claims in liquidation
would be sufficient to recover the aggregate recorded assets for this tenant. In
the third quarter, the tenant completed its sale of inventory and auction of its
real estate. The Company has not yet been informed of the tenant’s formal plan
of liquidation. However, the Company believes that based on (i) lack of significant
proceeds received by the tenant on its auction of real estate and the other
assets, and (ii) lack of positive information disseminated from the tenant that
would indicate recoverability of certain recorded amounts, a provision of $2.9
million was required. This charge was reflected as an impairment charge within
the consolidated statement of operations. At December 31, 2001, there was
$0.5 million in remaining amounts related to this tenant which the Company

believes to be realizable.

9. Revolving Credit Facilities and Term Loan

Since May 1995, the Company has maintained an unsecured revolving credit
facility from a syndicate of financial institutions for which Bank One, NA serves
as agent (the “Unsecured Credit Facility”). During 2000, the Company

renegotiated, expanded and extended this facility and increased the available

borrowing capacity to $550 million from $375 million, adjusted the spread
over LIBOR to 1.10%, modified certain covenants and extended the term for an
additional two years to May 31, 2003. The Unsecured Credit Facility includes a
competitive bid option for up to 50% of the facility amount. Borrowings under
this fa

a specified spread (1.10% at December 31, 2001). The spread is dependent on

ty bear interest at variable rates based on the prime rate or LIBOR plus

the Company’s long-term senior unsecured debt rating from Standard and
Poor’s and Moody’s Investors Service. The Company is required to comply with
certain covenants relating to total outstanding indebtedness, secured indebted-
ness, net worth, maintenance of unencumbered real estate assets, debt service
coverage and fixed charge coverage. The facility also provides for a facility fee
of 0.2% on the entire facility. The Unsecured Credit Facility is used to finance
the acquisition and development of real estate, to provide working capital and
for general corporate purposes. At December 31, 2001 and 2000, totat
borrowings under this facility aggregated $376.0 million and $419.5 miillion,
respectively, with a weighted average interest rate, excluding the effects of
the interest rate swaps (Note 12) in 2001, of 3.1% and 7.8%, respectively.

In September 1996, the Company entered into a three-year $10 million
unsecured revolving credit facility with National City Bank, (together with the
$550 million Unsecured Credit Fa
2000 and 2001, the Company amended this facility to increase the available

ty, the “Revolving Credit Facilities”). In
borrowings to $30 million, to convert it to a secured revolving credit facility
and to extend the agreement through November 2002. This credit facility is
secured by certain partnership investments. The Company maintains the right
to reduce this facility to $20 million and to convert the borrowings to an
unsecured revolving credit facility. Borrowings under this facility bear interest at
variable rates based on the prime rate or LIBOR plus a specified spread (1.10%
at December 31, 2001). The spread is dependent on the Company’s long term
senior unsecured debt rating from Standard and Poor’s and Moody's Investors
Service. The Company is required to comply with certain covenants relating to
total outstanding indebtedness, secured indebtedness, net worth, maintenance
of unencumbered real estate assets, debt service coverage and fixed charge
coverage. The facility also provides for commitment fees of 0.15% on the
unused credit amount. At December 31, 2001 and 2000, total borrowings
under this facility aggregated $25.8 million and $21.0 million, respectively,

with a weighted average interest rate of 3.1% and 7.5%, respectively.
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12. Financial Instruments

The following methods and assumptions were used by the Company

in estimating fair value disclosures of financial instruments:

Cash and cash equivalents, accounts receivable, accounts payable,
accruals and other liabilities

The carrying amounts reported in the balance sheet for these financial
instruments approximated fair value because of their short maturities. The
carrying amount of straight-line rents receivable does not materially differ

from its fair market value.

Notes receivable and advances to affiliates

The fair value is estimated by discounting the current rates at which similar
loans would be made. The fair value of these notes was approximately $45.9
million and $64.0 million at December 31, 2001 and 2000, respectively, as com-

pared to the carrying amounts of $45.8 million and $63.6 million, respectively.

Debt
The carrying amounts of the Company’s borrowings under its Revolving Credit

s and Term Loan approximate fair value because such borrowings are at
variable rates. The fair value of the fixed rate senior notes is based on borrowings
with a similar remaining maturity based on the Company’s estimated interest rate
spread over the applicable treasury rate. Fair value of the mortgages payable is
estimated using a discounted cash flow analysis, based on the Company’s
incremental borrowing rates for similar types of borrowing arrangements

with the same remaining maturities.

Considerable judgment is necessary to develop estimated fair values of financial
instruments. Accordingly, the estimates presented herein are not necessarily
indicative of the amounts the Company could realize on disposition of the
financial instruments.

Financial instruments at December 31, 2001 and 2000, with carrying values
that are different than estimated fair values are summarized as follows

(in thousands):

2001 2000
Carrying Fair Carrying Fair
) Amount Value Amount Valve _
Fixed Rate Senior Notes $405,827 3$393,738 $492,431 $471,448
Variable rate term debt 22,120 22,120 - -
Mortgages payable 478,604 499,136 294,645 301,761

906,551 914,994 787,076 773,209

Derivatives - interest rate
swaps (see discussion below) 879 7,746 (55) 1,433
$907,430 $922,740 $787,021 wNwA\ﬁ

Interest rate swaps

Adoption of SFAS 133

On January 1, 2001, the Company adopted SFAS No. 133, "Accounting for
Derivative Instruments and Hedging Activities," as amended, (referred to
hereafter as SFAS 133), which requires all derivative instruments to be carried
at fair value on the balance sheet. At that time, the Company designated all

of its interest rate swaps as cash flow hedges in accordance with the requirements
of SFAS 133.

In accordance with the transition provisions of SFAS 133, the Company
recorded a cumulative effect adjustment of approximately $1.4 million as an
other comprehensive loss with an offset to other liabilities on the consolidated
balance sheet, relating to the fair value of the hedging instruments designated

as cash flow hedges.

Accounting Policy for Derivative and Hedging Activities

The Company intends to continuously monitor and actively manage interest
costs on its variable rate debt portfolio. The Company may, from time to time,
enter into interest rate hedge agreements to manage interest costs and risks
associated with changing interest rates.

To qualify for hedge accounting, the contracts must meet defined correlation
and effectiveness criteria, be designated as a hedge and result in cash flows and
financial statement effects which substantially offset those of the position being
hedged. The Company records net amounts received or paid under these
contracts as adjustments to interest expense.

In October 2000 and January 2001, the Company entered into three interest
rate swap agreements, each for two-year terms, aggregating $200 million,
effectively converting a portion of the outstanding variable rate debt under
the Unsecured Credit Fa
6.96%. In March and May 2001, the Company’s joint ventures entered into

ty to a weighted average fixed rate of approximately

three interest rate swap agreements, two at $20 million for a two-year term
and one at $38 million for a three-year term, aggregating $78 million, converting
a portion of the variable rate mortgage debt to a weighted average fixed rate
of approximately 6.58%.

All derivatives, which have historically been limited to interest rate swaps
designated as cash flow hedges, are recognized on the balance sheet at their
fair value. On the date that the Company enters into an interest rate swap, it
designates the derivative as a hedge against the variability of cash flows that
are to be paid in connection with a recognized liability. Subsequent changes in
the fair value of a derivative designated as a cash flow hedge that is determined
to be highly effective is recorded in other comprehensive income (loss), untit
earnings are affected by the variability of cash flows of the hedged transaction.

Any hedge ineffectiveness is reported in current earnings.
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Operating Partnership Minority Interests
At December 31, 2001 and 2000, the Company had 1,038,027 and 1,051,310
OP Units outstanding, respectively. During 2000 and 1999 the Company

acquired, through subsidiary partnerships, a majority ownership interest in one
shopping center and additional phases of three shopping centers previously
acquired. In conjunction with these acquisitions, the Company issued 23,326
OP Units in 2000 which are exchangeable, under certain circumstances and at
the option of the Company, into an equivalent number of the Company’s
common shares or for the equivalent amount of cash.

In 2001 and 2000, the Company purchased 13,283 and 3,674,298, respective-
ly, of OP Units for cash aggregating $0.2 million and $82.5 million, respectively.
These transactions were treated as a purchase of minority interest. The difference
between the recorded amount of the minority interest and the cash paid was
not material. The OP Unit holders are entitled to receive distributions, per OP

Unit, equal to the per share distributions on the Company’s common shares.

Preferred Shares

The Class A, B, C and D depositary shares represent 1/10 of a share of their
respective preferred class of shares. The Class A and Class B depositary shares
are redeemable by the Company at December 31, 2001. The Class C and Class ~
D depositary shares are not redeemable by the Company prior to july 7, 2003
and August 20, 2003, respectively, except in certain circumstances relating to

the preservation of the Company’s status as a REIT.

The Company’s authorized preferred shares consist of the following:

e 750,000 Class A Cumulative Redeemable Preferred Shares, without par value
e 750,000 Class B Cumulative Redeemable Preferred Shares, without par value
e 750,000 Class C Cumulative Redeemable Preferred Shares, without par value
e 750,000 Class D Cumulative Redeemable Preferred Shares, without par value
e 750,000 Class £ Cumulative Redeemable Preferred Shares, without par value
e 750,000 Class F Cumulative Redeemable Preferred Shares, without par value
e 750,000 Class G Cumulative Redeemable Preferred Shares, without par value
e 750,000 Class H Cumulative Redeemable vﬂm*m?ma Shares, without par value
¢ 750,000 Class | Cumulative Redeemable Preferred Shares, without par value

e 750,000 Class | Cumulative Redeemable Preferred Shares, without par value

e 750,000 Class K Cumulative Redeemable Preferred Shares, without par value

e 750,000 Non Cumulative preferred shares, without par value

Common Shares

In December 2001, the Company issued 3,200,000 common shares at $18.35
per share and received aggregate net proceeds of approximately $57.9 million
which were used to repay amounts outstanding on the Company’s Revolving
Credit Facilities.

Common Shares in Treasury

In 1999 and 2000, the Company’s Board of Directors authorized the officers

of the Company to implement a common share repurchase program, which
expired in June 2001, in response to what the Company believed was a distinct

under-valuation of the Company’s common shares in the public market.



(=]

£90°6/6'L §

781'¢z6 Jayeassy |
$66°851L 9007
867°C81 $00¢
££9°01LC 002
L0¥'LET €007
Y5997 § 200¢
Jjunowy JeaA

:(spuesnoyl ur) smojjoy se ale ‘| ¢ 1aquidaq bupua
s1eak oAy Juanbasqns ayy 1oy ‘sasiwaid YyoNs 10} SUOISUIIX3 UOKAO 10 SI5EI|
pa1enoBaual 10 MaU ou Bulwnsse ‘saseal JUeUD) 3|QE|IIULI-UOU ||2 O SUH}

ayy sopun saiadoid (2lUBE WO SINUIASS WUNWIUIW 24NINY PIINPIYDS 3y
‘sjuawaalbe 3ses| ayY) ul pauysp
se $3SeaIIUI [2NORNUOD 10 ‘DWN|OA safes ‘s|aad| asuadxa Bunesado uo paseq
sjuawnsnipe piemdn 03 193lgns a1e YOIYM S[RIUSI [eNUUE 10} ‘Sased JWOS Ul ‘pue
s1e3k 0¢ 01 U0 Wouy Aj[esaush Buibues swdy 1oy apinoad Ynym sjuswsaibe
01 1uensind sjueus) 0] pased) st s493usd Buiddoys ayy wi 9deds “suondo
[emMauRl YIMm ‘0/0Z YBNnoay) salep snoliea je a.dxa ydiym sased)| punoib
wia1-Buo| Jepun pajesado ‘siz3usd Buiddoys uieYed 0) 1P0ASAL YIM 1O PIUMO

1aua ase ydiym siajuad buiddoys Jo uonessdo ay1 uy pabebus si Auedwo) ayl

sappusBujuey pue SHUDWIJWWOY "Gl

‘€ pue 7 910N Ul pagusap udaq aaey
sajele Anbs s,Auedwod syl yum suorjoesuel| ‘Apandadsas ‘6661 pue 000Z
LO0Z Ul Paules sem Uol[jiW Z'0$ Pue UOljiW Z°0$ ‘uoliw |'0$ JO awodul
29} Buisea| pue 93 Juawabeuew Yoiym ul ‘Aired parejas e £q 1ued ul paumo
S3NUI JO J|PY3g U0 SUOLIDUNY SANEISIUIWPE UIBLSD Swiopad pue sdiysiouned
snouea UM sluawaaibe Juawebeuew aaey 01 sanunuod Auedwo) ayy
“Kloandadsal ‘6661 PUB 0007 ‘LO0Z ‘LE 19qWad3Q papus sieak ayy 4oy
uonnL £ p$ PUE ‘uoliiiw 9°0$ ‘volW 970$ parebaibte ‘aoeds 3310 s YIm
pa1eID0ssSe IsUIAXD [2JUI SANENSIUIIPE PUE |RIBUSD) "SISPOYIeYs jedipund
s11 Jo U0 Ag paumo adeds 21O 10y ased| e Oju] paIstuL Auedwo) dy|
‘saxe) jjoshed pajejal pue $1500 UOHEIOIRS LIRS LM UGHDBUU0D W Auedwod
3y} JO SIATIYO UIRDI 0} udl||iw Z°0$ APIewixoidde pasueape Auedwod
3Yl 6661 Ul ‘uomippe uj ‘sanied4 1pal) bulajoasy 3yl uo buimoiiog jo sre
s,Auedwiod ay) ‘uo paseq peasds sjgedidde auyy smid OAN JO 9184 ISR ue
yum skep £1104 03 aay woyy buibuer spoiad 1oj BulpueisINo aiem ‘Ueo| JUnod>de

uwbrew e woyy Auedwo)d ayy Ul $3Jeys uoLwod Jo [es 3yl 1UaA34d 0} pue

‘Jo aduejeq |edpuud BuIPULISINO By SINPRU 0} FPEW 31IM YIIYM ‘s3dueApe

ay] "uolpw 0§ 01 dn syunowe Ul JAdIHJO AANNIBXT JIIYD pue pleog ay) Jo
uewuiey? 341 01 spuny pasueape Ajeaipouad Auedwo) ayy ‘6661 Buuna

sjuawaainbal uonedyiienb 113y

UIL)ID 199W 0] JDPIO Ul JeWLOy SIY) ur paindnis Ajleulbluo a1am sannua asay |

‘sateys Bunoa ay) Jo Ajolew Y1 pauields 1930 IAIINDIXT JaIYD pue pieog

ayy Jo uewneyd s,Auedwo) ay) ‘(1007 ‘LE 13quuaddQ Je 15J91Ul JIWOU0ID

0,56 © sty Auedwod Yyl ydIym Ul saniUd se Z IJON Ul PAGUISIP) SINNUI
uread i Juaunsaaul ANba s,4Ad JO WUBWYSIGRISI 3y} YIm uondun(uod u

-5191u2> Burddoys jesaAss Jo uosInboe

s,AuedwioD SY1 WO PaUIES SUOISSILWOD pue 5334 0] bunejas 19210 ANNI9X]

J9IYD puE PIROg 3] JO UBWLIIRYD dU) JO MP[-UI-Iay10oq 3y Aq paumo Auedwod
e 0} ‘6661 W oW 1'% AjRjewixosdde pred Aurdwiod auyy ‘uonippe Uy

1sas03ul diyssaunied jespuab 94| b ‘diysiauned aesedas e

ybnouy) ‘aeba166e ay) Ul ‘paUMO pIeOg Y1 JO UBWLIEYD-IIA 3 PUR JDIHO

SAIINEXY PIYD pUE Pleag 3Y) J0 uewlieyd ay) ‘preog ay) jo uewsiey? 130y

ayy yoym ui diysisuiied paawy e woly oyep) ‘s|(e4 oyep| ul pajeso] 1ajusd

Buiddoys e jo juswaaibe aseydind ay1 Yum sduepiodde ul aoeds juedea jo buises)
ayy uodn uoypw 9°0% Jo noutea ue pied Auedwo) Ay ‘6661 Aenue( uy

“21mUdA ol 3Y) 0) Ipew sueo| [je 1oy uoljiw | Z§ ARjewixosdde pasinguiias

sem Auedwio?) aU) pue LEO| 3SIN033I-UOU € Paule1qo unjuaa juiol ayy 'L 007

‘L€ 13qUWIRIRQ U 7007 W pouad wawdopaap Buiuewal 3uy 1940 paziubodal 3q

I sauaqun Aued paiyy sy 03 s|qeInguie ‘uol|jiw 0§ Jo 3jes uo uieb bulurewas

sy ‘voppe u| ‘poaw uonajdwod Jo sbelusdiad sy Buizyn pauluRIBP

Auedwion ayy g paumo jou uorjsod jeyl 10} 31NUA Julol JL) 0] J1e1se (esd

Jo ajes ay) 03 pajeas uoliw 1§ AlPewixoidde jo uieb e paziubodas Auedwod

ay1 ‘UolIppE U] “LQOZ Ul UOI|[IW 9° 1§ JO 3W0dUl 15313iu) pue uoljjiw 9°0%

10 s95) AW doPASP pue Buises| “Juswabeuew pauled Auedwo?d ayy yoym

01 juensind ainjuaA ulol Yy 1oy suondUNy SANEASIUIWPE UleLRD sulopad pue

Juswaaibe Juswabeuew e sey Auedwod sy ‘sadueape Joud isurebe Juswied 10}

uol|iw 0% AuedwoD ayy PasINGUIIRI SPUNJ dY3 'LOOZ Ul "SpUnd SY) Ul 15a133ul

SIWOU0D3 04570 © SPIOY 1013341P SiyL “Auedwo?) 3y Jo 1032a.1p € A P3)(0U0D

(,,spund,,) spuny Aynba ajeaud Aq play s 1S3431Uf DILIOUOID %S/ Bujutewal

3U1 "15J91UI DJWOUOID 94G¢ & paule3as Auedwol aY3 YdIym Ul 34njusa jurof

e 0} ‘sijodeauuny Jo qINGNs e ‘ejosauuly ‘spidey LooD Ut JuswdoPAdp Japun
19U Burddoys e ut 3sassiui )t pauajsuen Auedwo) 3yl ‘6661 Jequaydas uj

‘uotpiw € 1§ sem asud aseyoind ayy uspjoydieys

juedipubis e pue Auedwo? 3yl Jo Jspunoy 1ediyQO ANIAXT JAIYD pue pieog

aU) JO UBWLIIEYD JUSLIND 3] JO 19Y1e) SUY) OS[E S| OUM pieog 3y} JO uewieyd

Jawio) oy Aq paumo diyssaulied paiiwi| e Wol olyQ ‘eloiny ul 21U

Buiddoys st 01 Juadelpe puej |enpisal paseysund Auedwo? ayy ‘0007 Isnbny uj

so3IRd PHIL[DY YIM SUOIIIESURIL il



4

Scheduled minimum rental payments under the terms of all non-cancelable

operating leases in which the Company is the lessee, principally for office space
and ground leases, for the subsequent five years ending December 31, are as

follows (in thousands):

Year Amount
2002 $ 2,021
2003 1,994
2004 1,986
2005 2,195
2006 2,164
Thereafter 19,089

$29,449

There were no capital leases in which the Company was the lessee at
December 31, 2001 or 2000. In conjunction with the development and
expansion of various shopping centers, the Company has entered into
agreements for the construction of the shopping centers aggregating

n as of December 31, 2001,

As discussed in Note 2, the Company and certain equity affiliates entered

approximately $8.3 m

into several joint ventures with various third party developers. In conjunction
with certain joint venture agreements, the Company and/or its equity affiliate
has agreed to fund the required capital associated with approved development
projects, comprised principally of outstanding construction contacts, aggregating
approximately $83.2 million. The Company and/or its equity affiliate is entitled
to receive a priority return on capital advances at rates ranging from 10.5%

to 12.0%.

Certain of the Company’s executives, either through the exercise of previously
granted stock options or through the direct purchase of unissued shares,
acquired 974,663 of the Company’s common shares. The Purchase of such
shares was financed by a five-year personal loan program, aggregating approxi-
mately $15 million (at market interest rates) from Bank One, NA. These loans
are guaranteed by the Company. One of these executives is presently an
employee of Coventry and four of these executives have subsequently resigned
from the Company. The Company has agreed to maintain the guarantee. The
individuals participating in the program are responsible for repayment of these
personal loans and have fully indemnified the Company should the Company’s
guarantee be called upon.

In September 2001, the U.S. District Court entered a judgment in the
amount of $9.0 million, plus attorney fees, against the Company and three
other defendants, in respect of a verdict reached in a civil trial regarding a
claim filed by a movie theater relating to a property owned by the Company.

The court awarded $4.0 million in punitive and $5.0 million in compensatory

damages to the plaintiff. The other defendants include the former chairman
of the board (who is also a significant shareholder of the Company), a former
executive of the Company and a real estate development partnership (the
“Partnership”) owned by these two individuals. The Partnership sold the property
to the Company in 1994. The claim alleged breach of contract and fraud

during the lease negotiation process that took place prior to, and after, the

Company’s acquisition of the property.

The verdict is subject to various post-trial motions and appeal. Management
believes that it is probable the verdict will ultimately be reversed, in whole or
in substantial part, and accordingly no loss provision has been recorded in the
accompanying consolidated financial statements. Although there can be no
assurances as to the ultimate outcome, management does not believe that an
adverse final determination, if any, will be material in relation to the Company’s
cash flows, liquidity or financial condition. However, amounts awarded, if any,
to the plaintiff upon final resolution of this matter, could adversely affect the
Company’s results of operations in the period it is recorded. Further, a
determination has not been made as to the proportionate distribution of
the contingent loss, if any, between the defendants.

In addition to the judgment discussed above, the Company and its
subsidiaries are also subject to other legal proceedings. All such proceedings,
taken together, are not expected to have a material adverse effect on the
Company. The Company is also subject to a variety of legal actions for personal
injury or property damage arising in the ordinary course of its business, most of
which are covered by liability insurance. While the resolution of these matters
cannot be predicted with certainty, management believes that the final outcome
of such legal proceedings and claims will not have a material adverse effect on

the Company’s liquidity, financial position or results of operations.

16. Other Income

Other income was comprised of the following (in thousands):

For the year ended December 31,

2001 2000 1999

Lease termination $7,244 38,950  $3,425
Financing fees 215 - 420
Sales commissions - - 412
Other, net 34 205 773
$7,493 39,155 $5,030
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As of December 31, 2001, 2000 and 1999, 3,554, 4,237 and 3,589 options

(in thousands), respectively, were exercisable. The weighted average exercise

prices of these exercisable options were $17.53, $16.90 and $16.69 at
December 31, 2001, 2000 and 1999, respectively.

In 1996 and 2000, the Board of Directors approved a grant of 30,000
Performance Units to the Company’s Chief Executive Officer. The 30,000
Performance Units issued in 1996 were converted into 30,000 common shares
in January 2001 based upon the achievement of certain performance objectives
determined as of December 31, 2000. The number of shares issued was
determined based upon the average annual total shareholder’s return during
the five-year period ending December 31, 2000. The 30,000 Performance
Units granted in 2000 will be converted to a common share equivalent ranging
from 30,000 to 200,000 Performance Units based on the annualized total
shareholders return for the five-year period ending December 31, 2004. In
1999, 2000 and 2001, the Board of Directors approved a grant of 47,095;
91,975 and 80,633 restricted shares of common stock, respectively, to several
executives and outside directors of the Company. The restricted stock grants
vest in equal annual amounts over a five-year period and have a weighted average
fair value at the date of grant ranging from $11.56 to $15.31, which was equal to
the market value of the Company’s stock at the date of grant. During 2001 and
2000, approximately $1.2 million and $0.5 million, respectively, was charged to
expense associated with awards under the equity-based award plan relating to
restricted stock and Performance Units. During 1999, the Company reduced its
accrual relating to the Performance Unit award by approximately $1.3 million off-
set by expenses associated with restricted shares, which aggregated $0.3 million.

The Company applies APB 25, “Accounting for Stock Issued to Employees”
in accounting for its plans. Accordingly, the Company does not recognize
compensation cost for stock options when the option exercise price equals or
exceeds the market value on the date of the grant. The compensation cost which
is required to be charged against income for all of the above mentioned plans was
$1.1 million, $1.5 million and $1.8 million for 2001, 2000 and 1999, respectively.
Had compensation cost for the Company’s stock-based compensation plans been
determined based on the fair values of the options granted at the grant dates,
consistent with the method set forth in the SFAS No. 123, “Accounting for Stock
Based Compensation,” the Company’s net income and earnings per share would

have been as follows (dollars in thousands, except per share data):

For purposes of the pro forma presentation, the fair value of each option grant
was estimated on the date of grant using the Biack-Scholes options pricing

model using the following assumptions:

For the year ended December 31,
2001 2000 1999

2001 2000 1999
Net income applicable to  As reported $65,110 $73,571  $60,135
common shareholders Pro forma $64,419 $72,049 $58,370
Basic earnings As reported $1.18 $1.31 $0.99
per share Pro forma $1.17 $1.29 $0.96
Diluted earnings As reported $1.17 $1.31 $0.95

per share Pro forma $1.15 $1.29 $0.92

4.0%-5.5% 5.0%-6.8% 5.6%-6.4%
10.8%-12.5% 10.8%-12.5%  8.5%-10.9%
Expected life (range) 4-10 years 4-10 years 7-10 years
22.5%-26.4% 21.7%-26.2% 20.2%-31.8%

Risk free interest rate (range)
Dividend yield (range)

Expected volatility (range)

401(k) Plan

The Company has a 401 (k) defined contribution plan covering substantially all
of the officers and employees of the Company, which permits participants to
defer up to a maximum of 15% of their compensation. The Company matches
25% of the employee’s contribution up to a maximum of 6% of an employee’s
annual compensation. The Company may also make additional discretionary
contributions. Employees’ contributions are fully vested and the Company’s
matching contributions vest 20% per year. Once an employee has been with
the Company five years, all matching contributions are fully vested. The
Company’s contributions to the plan for the year ended December 31, 2000
and 1999 were made through the issuance of Company stock with a market
value of $0.07 million and $0.06 million, respectively. Effective December 31,
2000, the Company elected to fund all future matching contributions with
cash. The Company’s contributions for the plan year ended December 31, 2001
were $0.1 million. The 401(k) plan is fully funded at December 31, 2001.

Elective Deferred Compensation Plan

The Company has a non-qualified elective deferred compensation plan for certain
key executives which permits eligible employees to defer up to 25% of their
compensation. The Company matched 25% of an employee’s contribution

up to a maximum of 6% of an employee’s annual compensation, after deducting
contributions, if any, made in conjunction with the Company’s 401(k) plan.
Deferred compensation charged to expense related to an employee contribution
is fully vested and the Company’s matching contribution vests 20% per year.
Once an employee has been with the Company five years, all matching
contributions are fully vested. The Company’s contribution for the years ended
December 31, 2001, 2000 and 1999 was $0.03 million, $0.03 million and
$0.02 million, respectively. At December 31, 2001, 2000 and 1999, deferred

n, $1.1

compensation under this plan aggregated approximately $1.3 m
million and $0.9 million, respectively. The plan is fully funded at
December 31, 2001.
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In addition, taxable income from non-REIT activities managed through taxable

REIT subsidiaries, is subject to federal, state and local income taxes.

The tax basis of assets and liabilities exceeds the amounts reported in the

accompanying financial statements by approximately $161 million, $141
million and $122 million at December 31, 2001, 2000 and 1999, respectively.

Reconciliation between GAAP net income to taxable income is

as follows:

For the year ended December 31,
(in thousands)

A portion of the fourth quarter dividends for each of the years ended December
31, 2001, 2000 and 1999 have been allocated and reported to shareholders in

the subsequent year. Dividends per share reported to shareholders for the years

ended December 31, 2001, 2000 and 1999 are summarized as follows:

2001 2000 1999
GAAP net income $92,372 $100,833 $87,397
Add: Book depreciation and amortization 36,154 25,988 30,595
Less: Tax depreciation and amortization (27,096) (20,226) (21,918)
Book/tax differences on gain/losses from
capital transactions (1,086) (1,053) (391)
Joint venture equity in earnings, net (4,872) 938 (4,809)
Dividends from minority equity investment - 20,762 6,416
Deferred income 2,883 (7,506) 7,483
Compensation expense (5,662) 72 (861)
Other book/tax differences, net 218 (1,793) (2,603)
Taxable income before adjustments 92,911 118,015 101,309
Less: Capital gains (14,417)  (32,110) -

Taxable income subject to the 90%

dividend requirement

$78,494 § 85,905 $101,309

Reconciliation between cash dividends paid and the dividends paid

deduction is as follows:

For the year ended December 31,
(in thousands)

2001

Cash dividends paid

Less: Dividends designated to prior year (15,475)
Plus: Dividends designated from the

following year 174
Less: Portion designated capital

gain distribution (14,417)

$108,212 $108,502 $111,703

2000 1999
(5,536) (15,561)
15,475 5,536

(32,110) -

Dividends paid deduction

$ 78,494 § 86,331 $101,67

—

For the year ended December 31,
(in thousands)

2001 2000 1999
Ordinary income $1.04 $1.12 $1.21
Capital gains 0.12 0.28 -
Unrecaptured Section 1250 gain 0.07 0.18 -
$1.23 $1.58 $1.21

Gross Ordinary  Capital Gain Total

2001 Dividends Date Paid Income Distributions Dividends
4th quarter 2000 01/04/01 $0.11 30.01 $0.12
1st quarter 04/07/01 0.31 0.06 0.37
2nd quarter 07/03/01 0.31 0.06 0.37
3rd quarter 10/02/01 0.31 0.06 0.37
4th quarter 01/07/02 - - -
. $1.04 ~%0.19 $1.23
Gross Ordinary Capital Gain Total

2000 Dividends Date Paid Income Distributions  Dividends
4th quarter 1999 01/06/00 $0.20 $0.07 $0.27
1st quarter 04/07/00 0.25 0.11 0.36
2nd quarter 07/03/00 0.25 0.11 0.36
3rd quarter 10/02/00 0.25 0.11 0.36
4th quarter 01/04/01 0.17 0.06 0.23
$1.12 $0.46 $1.58
Gross Ordinary Capital Gain Total

1999 Dividends Date Paid Income Distributions  Dividends
4th quarter 1998 01/04/99 5008 s - 3008
1st quarter 04/05/99 0.35 - 0.35
2nd quarter 07/02/99 0.35 - 0.35
3rd quarter 10/04/99 0.35 - 0.35
4th quarter 01/06/00 0.08 — 0.08
$1.21 ) - $1.21
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22, Quarterly Results of Operations (Unaudited)

The following table sets forth the quarterly results of operations for the years ended December 31, 2001 and 2000 (in thousands, except per share amounts):

2001 First Second Third Fourth Total
Revenues from operations $75,102 $78,596 $83,001 $85,540 $322,239
Income before equity in net income of joint ventures, minority equity investment,

gain on disposition of real estate and real estate investments, minority interests

and extraordinary item 18,074 20,542 18,807 19,594 77,017
Income before extraordinary item 22,517 29,306 20,352 20,197 92,372
Net income 22,517 29,306 20,352 20,197 92,372
Net income applicable to common shareholders 15,702 22,490 13,537 13,381 65,110
Basic:

Income before extraordinary item per common share $ 0.29 3 o4 $ 025 $ 0.24 3 1.18

Net income per common share $ 0.29 $ 0.4 $ 025 $ 024 3 1.18

Weighted average number of shares 54,811 54,938 55,131 56,004 55,186
Diluted:

Income before extraordinary item per common share $ 0.29 $ 0.40 $ 024 $ 0.24 $ 1.17

Net income per common share $ 0.29 $ 0.40 $ 024 $ 024 ) 117

Weighted average number of shares 55,004 56,589 56,009 56,875 55,834
2000 First Second Third Fourth Total
Revenues from operations $68,958 $71,999 $72,104 $74,509 $287,570
Income before equity in net income of joint ventures, minority equity investment,

gain on disposition of real estate and real estate investments, minority interests

and extraordinary item 18,148 18,947 18,527 18,068 73,690
Income before extraordinary item 37,977 18,713 21,025 23,118 100,833
Net income 37,977 18,713 21,025 23,118 100,833
Net income applicable to common shareholders 31,161 11,898 14,209 16,303 73,571
Basic:

Income before extraordinary item per common share $ 0.53 $ 0.22 $ 0.26 $ 030 131

Net income per common share $ 053 $ 0.22 $ 026 $ 030 $ 1A

Weighted average number of shares 59,034 55,222 54,793 54,802 55,959
Diluted:

Income before extraordinary item per common share $ 051 $ 021 $ 026 $ 0.30 § 1.3

Net income per common share $ 0.51 $ o021 $ 0.26 $ 0.30 $ 1.31

Weighted average number of shares 63,815 55,477 55,103 54,879 56,176
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Price Range of Commeon Shares (Unaudited)

The high and low sale prices per share of the Company’s common shares,

as reported on the New York Stock Exchange Composite tape, and declared

dividends per share for the quarterly periods indicated were as follows:

2001: High Low Dividends
First $15.20 $12.875 $0.37
Second 18.60 14.23 0.37
Third 19.22 15.76 0.37
Fourth 19.38 17.16 0.37
2000: High Low Dividends
First $13.875 $11.00 $0.36
Second 15.875 13.50 0.36
Third 16.25 12.75 0.36
Fourth 13.75 11.625 0.36

As of February 28, 2002, there were 517 recordholders and approximately

27,500 beneficial owners of the Company’s common shares.
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Kansas
Kansas City (Cherokee North)
Aldi Foods
Kansas City (Devonshire Village)
Kansas City (Leawood)
Jacobson’s, Galyans, Barnes & Noble,
Express/Structure, Pottery Barn, Limited/Limited
TOO, Restoration Hardware
Kansas City (Merriam)
OfficeMax, PETsMART, Hen House, Marshall’s, Dick’s
Clothing & Sporting Goods, Cinemark, Home Depot
Kansas City (Ten Quivera )
Kansas City (Ten Quivera 1)
Price Chopper Foods, Westlake Hardware

Kentucky

Hazard
Great A & P Tea

Maine

Brunswick
Hoyt’s Cinemas, Bookland, TeJsMaxx, Sears

Maryland

Hagerstown
Wal-Mart Supercenter, Borders, Marshall's, A.C. Moore,
OfficeMax, Bed Bath & Beyond, Circuit City, Dick’s
Clothing & Sporting Goods, Home Depot, PETSMART
Salisbury
Home Depot, Target, OfficeMax, Michael’s

Massachusetts

Boston (Everett)
Bed Bath & Beyond, Old Navy, OfficeMax,
Home Depot, Target

Boston (Framingham)
General Cinema, Toys R Us, Jordan Marsh,
TeJeMaxx, Sears Homelife, A.C. Moore, Marshall’s,
Bob’s, Linens ‘n Things, Sports Authority,
OfficeMax, Best Buy, Barnes & Noble,
DSW Shoe Warehouse, Mikasa

Michigan
Bad Axe
Wal-Mart, Great A&P Tea
Cheboygan
Kmart, Carter’s Food Center
Detroit
Target, Phoenix Theaters, Bally's Total Fitness,
Toys R Us, Kids R Us
Gaylord
Wal-Mart, Roundy’s
Grand Rapids (Walker)
TefsMaxx, Office Depot, Target, Media Play,
Toys R Us, Circuit City
Houghton
Kmart, |C Penney, OfficeMax
Howell
Wal-Mart, Kroger
Mt. Pleasant
Wal-Mart, Big Lots, Kroger
Sault Ste Marie
Wal-Mart, JC Penney, Glen’s Supermarket, OfficeMax

Minnesota

Bemidji
Kmart, JC Penney, Herberger's
Brainerd
Kmart, Herberger’s, Movies 10 Theatre
Hutchinson
Kmart, JC Penney
Minneapolis (Coon Rapids)
Linens ‘n Things, Kohl’s, Jo-Ann Stores,
Costco, Sears
Minneapolis (Eagan)
Byerly’s, Barnes & Noble, OfficeMax, TeJsMaxx,
Ethan Allen, Bed Bath & Beyond, Blockbuster Video
Minneapolis (Maple Grove)
Kohl’s, Barnes & Ncble, Gander Mountain,
Cub Foods, Bed Bath & Beyond
St. Paul
Kmart, Cub Foods, PETSMART, Mervyn’s,
Herberger’s, Borders
Worthington
JC Penney, Hy-Vee Food Stores

Mississippi
Starkville

Wal-Mart, JC Penney, Kroger
Tupelo

Wal-Mart/Sam’s Club, Goody's

Missouri
Fenton
Family Dollar
Independence
Koh!’s, Bed Bath & Beyond, Marshall’s, Rhodes
Furniture, Barnes & Noble, AMC Theatre
Kansas City (Brywood)
Big Lots, Price Chopper
Kansas City (Willow Creek)
Springfield
Toys R Us
St. Louis (American)
National Tire, Home Depot, Deal$
St. Louis (Brentwood)
Target, Bed Bath & Beyond, Sports Authority,
PETsSMART
St. Louis (Clocktower)
Dierberg’s Marketplace, Office Depot, TeJeMaxx
St. Louis (Gravois)
Kmart
St. Louts (HQ)
St. Louis (Kefler)
Sam’s Club
St. Louis (Olympic Oaks)
TejeMaxx
St. Louis (Sunset Hill)
Marshall’s, Home Depot, PETSMART, Borders,
Toys R Us, Comp USA

Nevada
Las Vegas
Albertson’s
Reno
Century Theatre

New Hampshire

Salem
Comp USA, Linens ‘n Things, MVP Sports,
Michael’s, Best Buy

New Jersey
Eatontown
Bed Bath & Beyond, Circuit City
Princeton (Nassau Park)
Borders, Best Buy, Linens ‘n Things, PETSMART,
Wal-Mart/Sam’s Club, Home Depot,Target
Princeton (Nassau Pavilion)
Dick’s Clothing & Sporting Goods, Michael’s,
Kohl’s, Wegman’s Market

New Mexico

Los Alamos
Furrs Supermarket, Furrs Pharmacy

North Carolina
Durham
Wal-Mart, Food Lion, Burlington Coat Factory
Durham (New Hope)
Wal-Mart, Marshall’s, Linens ‘n Things,
Best Buy, OfficeMax, Barnes & Noble,
Dick’s Clothing & Sporting Goods
Jacksonvilie
Wal-Mart Supercenter, OfficeMax
New Bern
Wal-Mart Supercenter, Goody's
Washington
Wal-Mart Supercenter
Waynesville
Wal-Mart, Food Lion
Wilmington
Wal-Mart/Sam’s Club, Barnes & Noble, Lowe’s
Home Improvement Warehouse, Hamrick’s,
Goody'’s, Ross Dress for Less

North Dakota
Dickinson

Kmart, JC Penney, Herberger’s
Grand Forks

Office Depot

Ohio
Akron (Stow)
Target, Giant Eagle, OfficeMax, Kmart,
Bed Bath & Beyond, Kohl’s, Applebee’s
Ashland .
Kmart, Quality Stores
Bellefontaine
Goody’s, Staples
Boardman
Lowe’s Home Improvement Warehouse, Staples,
Dick’s Clothing & Sporting Goods, Wal-Mart,
PETsMART, Giant Eagle, Babies R Us, Applebee’s
Canton
Kohl’s, Target, Dick’s Clothing & Sporting Goods,
DSW Warehouse
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Board of Directors

Bert L. Wolstein Scott A. Wolstein James A. Schoff David M. Jacobstein
Chairman Emeritus Chairman of the Board and Vice Chairman of the Board and President and
Chief Executive Officer Chief investment Officer Chief Operating Officer

7N
4 .

)

Officers
Scott A. Wolstein fames A. Schoff David M. Jacobstein Daniel B. Hurwitz Joan U. Allgood William H. Schafer
Chairman of the Board and Vice Chairman of the Board and Pm.m&m:” m:a . Executive Vice President Sr. Vice President and Sr. Vice President and
Chief Executive Officer Chief Investment Officer Chief Operating Officer General Counsel Chief Financial Officer

)
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Shareholder Information

Legal Counsel
Baker & Hostetler LLP
Cleveland, Ohio

Independent Accountants
PricewaterhouseCoopers LLP
Cleveland, Ohio

Transfer Agent and Registrar
National City Bank
Corporate Trust Operations
P.O. Box 92301
Cleveland, Ohio 44193-0900
1-800-622-6757

Form 10-K
A copy of the annual report filed with the Securities and Exchange Commission
on Form 10-K is available, without charge, upon written request to Michelle Mahue,
Director of Investor Relations at the Company’s Executive Offices at the address shown below.

Annual Meeting
May 14, 2002, 10:00 a.m.
The Bertram Inn & Conference Center
600 N. Aurora Road
Aurora, Ohio 44202-0870

Corporate Offices
Developers Diversified Realty
3300 Enterprise Parkway
Beachwood, Chio 44122
216-755-5500
www.ddrc.com

This annual report includes registered trademarks of the following companies: Starbucks Coffee Company; The Home Depot, Inc.; Linens 'n Things, Inc.; Gap Inc.; The Kroger Co.; Williams-Sonoma, Inc.;
Kohl's llinois, Inc.; Lowe's Companies, Inc.; Intimate Brands, Inc.; Target Brands, Inc.; Best Buy Co., Inc.; PetsMart, Inc.; Bed Bath & Beyond Inc_; Borders Group, Inc. and Wal-Mart Stores, Inc.

Print: Great Lakes Litho

Design Firm: Mitchelt Allen Group




